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Re: File No. 82-34680/Sumitomo Corporation mi =2
Submission of Information Required Under Rule 12g3-2(b) of the
Securities Exchange Act of 1934, as amended.

Gcﬁtlcmen:

On behalf of Sumitomo Corporation (the “Company”), I am furnishing
herew1th the followmg information pursuant to Rule 12g3-2(b) (1) (iii) (the “Rule”)

under the Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Enclosed herewith please find the copy of the “Tender Offer Registration
Statement” dated October 31, 2006 [English translation]

This letter, together with the enclosure, shall not be deemed to be “filed”
with the Commission or otherwise subject to the liabilities of Section 18 of the Exchange
Act, nor shall the submission of this letter and the enclosed material constitute an
adrjlission for any purpose that the Company is subject to the Exchange Act

If you have any questions with regard to the enclosed information, please

do not hesitate to contact the undersigned (direct: +81-3-5166-3487, fax: +81-3-5166-
6292, e-mail; koichi.takahata@sumitomocorp.co.jp)

Kindly acknowledge receipt of this letter and the enclosure by stamping
the enclosed copy of this letter and returnmg it to me via the enclosed Federal Express
envelope and label.

PROCES‘;EL Very truly yours,

NOV 14 2005 ?7 / z,
THOMSON KoichiTakdhata -
FINANCIAL Corporate Officer,

General Manager of the Investor Relations Dept.
Sumitomo Corporation

Enclosure

IS

Sumitomo Corporation
-8-11, Harumi, Chuo-ku, Tokyo. 104-B610 Japan
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JFFICE OF IMTERMATIONAL

CORPORATE Tendet$ COffer Registration  Statement (tﬁe
'“Registration Statement™)
The Director General of thg: Kante Finance
Bureau of the Ministry of Finénce of Japan
October 31, 2006

. SUMITOMO CORPORATION .
8-11 Harumi l-chdme, Chuo-ku, Tokyo
Same as above )
(03) 5166 5000
Makoto Nakamura, General Manager, Finance,

* Department

N/A
N/A
N/A
N/A

) N/A
(8-11 Harumi 1-chome, Chuo-ku, Tokyo)
The Tokyo Stock Exchange, Inc.
(2-1, Nihombashi ‘Kabutochc‘;', Chuo-ku, Tokyo)
The Osaka Securities Exchange Co., Ltd.
(8-16, Kitahama 1-chome, Chuo-ku,
Osaka) - .
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(Note 1)
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In this Statement, the “Tender Offeror” and the “Company” s!lall mean SUMITOM_O CORPORATION,
and in th_c Notes to Consolidated Financial Statements, which is based on the 138th Fiscal Y.ea; Annual
Securities Report filed by the Company audited by KPMG AZSA & Co., the “Companies” shall mean
SUMITOMO CORPORATION and its subsidiaries.

In this Statement, the “Target Company™ and “Sumisho Lease” sﬁall mean Sumisho Lease Co., Ltd.

When the ﬁgum‘s in this Statement are rounded-off or rounded-down, the aggregate of such figures may

not necessarily be consistent with the total numbers desctibed in the Statetnent.
“Law" in this Statement shall mean the Securities and Exchange Law of Japan (Law No. 25 of 1948).

“Enforcement Order” in this Statement shall mean the Securities and Exchange Law Enforcement

Ordinance (Government Ordinance No. 321 of 1965).

“TOB Order” in this Statement shall mean the Cabinet Ordinance regarding disclosure of tender offer for
stock etc. by non-issuers (MOF Ordinance No. 38 of l990).'

Section 13 (¢} and Section 14(d) of the U.S. Securities Exchange Act of 1934 and the rules and
regulations promulgated thereunder do not apply to the tender offer based on the submission of this
Statement (the “Tender Offer”).

" All procedures related to this Tender Offer shall be undertaken in Japanese unless otherwise specificaily

stated herein. Where some documents are prepared in English in connection with this Tender Offer and if
there is any discrepancy between such English documents and other Japanese documents, the statement
of the Japanese documents shall be controlling. Financial statements contained in this Statement have

been prepared in conformity with principles generally aéccpled in the United Stafes of America.

* This statement -contains forward-looking statements within the meaning of Section 27A of the U.S.

Securities Act of 1933 and Section 21E of the U.S. Securities Exchange Act of 1934. Known or
unknown risks, uncertainties and other factors could cause the actual results to differ materially from
those expressed or implied in the forward-looking statements, Neither the Tender Offeror nc|'r any of its
affiliates can promise that the expectations expressed or implied in the fonvalid-looking staternents will
lux;n out to be cbrrect. All forward-looking statements in this Statement are made as of the date hereof,
based upon information available to the Tender Offeror -as of the date hereof, and except as requiréd by
law, neither the Ténder Offeror nor any of its affiliates undertake to update or revise any of the

forward-looking statement to reflect future events or circumstances.
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:[Terms and Conditions of the Tender Oﬁer]

ti 1 CFEICE OF INTERNATIO

CORPORATE ;Mmg
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a[Name of the Target Company]

Sumlsho Lease Co., Ltd.
4.

2 [Class of Shares, etc to Be Purchased]

Common Stock

3 .. [Purpose of the Tender Offer]

On“;October 13, 2006, the Company and Sumitomo Mitsui Financial Group, Inc (hereinafter referred
to as “*SMFG™) agreed to position their leasing businesses as strategic joint business and to jointly
alm to establish the best leasing and auto leasing businesses in Japan through the merger of Sumisho

Lease and SMBC Leasing Company, Limited (hereinafter referred to as “SMBC Leasing”), and the

'merger of Sum1$ho Auto Leasing Corporation (hereinafter referred to as “Sumisho Auto Lease”) and

SMBC Auto Leasing Company, Limited (hereinafter referred to as “SMBC Auto Leasing”). Sumisho
Lease and Sumisho Auto Lease, utilizing various value chain of the Sumitomo Corporation Group,
have unique customer base and know-how. On the other hand, SMBC Leasing and SMBC Auto
Leasmg, leveraging capabilities of the Sumitomo Mitsui -Financial Gr0up to provide financial
solutlons have different customer base and know-how. These mergers will enable two groups to

combme different customer base and know-how of each group.

“In =“merging Sumisho ‘Lease and SMBC Leasing, and also in merging‘ Sumisho Auto Lease and

SMBC Auto Leasing, they will make it a basic policy to provide their customers with value-addecl
products and services by recognizing each other as best partners and pursuing best practices (such as
thorough fan‘ness, transparency, and a merit system) under mutual respect and spirit of cooperation,
and aim for the early realization thereof. In addition, the Company and SMFG will fully cooperate as
parent companies, and will render assistance to the fullest extent for the development of both
busmesses
L
Thi:e merger of Sumisho Lease and SMBC Leasing (joint business for the leasing business) has
fol:;lowing goals: . |
f .
- '-g Achieving the highest volume of leases being handled in Japan through diversification of the
;‘_types of leases being handled, etc., based on the_ hign-quality customer bases of both the

Sumitomo Corporation Group and the Sumitomo Mitsui Financial Group.

- Creating a high quality leasing company that can respond appropriately to market needs which
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' 1are becoming mcreasmgly sophlstlcated by comblmng and blendmg the know-how of Sumisho
Lease as a trading firm’s subsidiary and SMBC Leasing asa subsidiary of a financial institution,
thereby promoting dlversn" cation and d1ﬁ'erent1at|on of products and provrdmg more

» tvalue added products with freemg from the traditional approaches
ElCreatmg a strong management culture to effectively adapt to environmental changes by
fstrengthenmg fundmg capab111t1es and by promoting management efficiency.
J

In order to aecomphsh these goals as early as possible, the Company believes that it is essential to

Utlllze the business resources of both the Sumitomo Corporation Group and the Sumitomo Mitsui

Fmancral Group to the fullest extent and to bu1ld a business alliance among the Company, SMFG

7 d.the new leasing company that would effectlvely bring together the management resources of

both groups. To that end, the Company believes that it is desirable to jointly manage the new leasing

company with SMFG, and has accerdingly decided to make Sumrsho Lease its wholly owned
subsrdlary through the Tender Offer and other means prlor to the merger with SMBC Leasing.

Ther Company currently holds 36.21% of the outstanding shares (15 714,003 shares) of Sumisho

Lease .an equity-method -affiliate company of the Company. To make Sumisho Lease its wholly

owned subsidiary, the Company will launch the Tender Offer to acquire all outstanding shares of

Sum1sho Lease (excludmg shares of Sumisho Lease already held by the Company and treasury -

-shares held by Sumisho Lease) Since the Company has set nelther an upper nor a lower limit on the

number of shares which the Company will purchase through the Tender Offer, all the tendered shares

will:;:be purchased by the Company.
1
i . 3

Tn case the Company is unable to achire all outstanding shares of Sumisho Lease (excluding shares
of S:‘:umisho Lease already held by the Company and treasury shares held by Sumisho Lease) through
the Tender Offer in order to make Sumisho Lease its wholly owned subsidiary, the Company plans to
implement an exchange of shares ( “kabushiki kokan’) in August 2007 for cash consideration for the
shares of Sumisho Lease that the Company was unable to acquire through the Tender Offer subject
to the approvals of the general mectings of shar¢holders of the Company and Sumisho Lease. (If the
Vsharle exchange is deemed to be a simplified share exchange (“kan'i kabushiki kokan") or a
short-form share exchange (“'ryakushiki kabushiki kokan"), approvals of the general meetings of

shareholders may not be needed).
|l
p

-Thejamount of cash delivered for the exchange of shares will be calculated based on the purchase

pnce for the Tender Offer and is expected to be a price similar to the purchase prlce for the Tender

‘ Offer However, the amount may be different from the purchase price for the Tender Offer.
,tr .
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Regarding the tax treatment of the Tender Offer and the exchange of shares for cash consideration,

please consult your tax advisor.

Smce the Company intends to make Sumisho Lease its wholly owned subsidiary through the Tender
Offer and a series of subsequent procedures, the Company has not llmlted the maximum number of
shares that the Company will purchase through the Tender Offer. Accordingly, depending on the
resd‘lts of the Tender Offer, the shares of Sumisho Lease may be delisted through the delisting
proeedures of the Tokyo Stock Exchange and the Osaka Securities Exchange. If the exchange of
shafes is implemented after the Tender Offer to make the Company the parent company and Sumisho
Leaée its wholly owned subsidiary, the shares of Sumisho Lease will be delisted. After delisting, the
shares of Sumisho Lease will not be traded on the Tokyo Stock Exchange and the Osaka Securities
Exchange

) Sunf::iisho Lease and SMBC Leasing plan to merge on October 1, 2007 after Sumisho Lease becomes

a w!mlly owned subsidiary of the Company.
P
The purchase price of ¥7,000 per share for the Tender Offer is a sum equal to the everage share _
clos’hing price of Sumisho Lease’s common stock on the First Section of the Tokyo Stock Exchange
durmg the past 3 months up to and including October 12, 2006 plus a premium of approximately

. 4
13. 2%

il 0
+

The: Board of Directors of Sumisho Lease adopted a resolution to endorse the Tender Offer at a
meeting of the Board of Directors held on October 13, 2006. On the same day, the Boe.rd of
Directors of Sumisho Lease adopted a resolution that the year-end dividend and shareholder special -
benefit with a record date as of the end of March 2007 shall not be distributed, and that the
shareholder special benefit would be provided with the shareholders holding 100 or more shares of
Sumlsho Lease as of September 30, 2006. The Board of Directors also adopted a resolution on
October 27, 2006 that the interim dividend to be paid to the shareholders as of September 30 2006
wouid be ¥25 per share.
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The, planned schedule frm;n the commencement of the Ten_der Offer to the date of the merger ‘

between Sumisho Lease and SMBC Leasing is described as below:

1
[
]

October 31, 2006

§

I
May, 2007

June, 2007

f
]
]

July, 2007
August, 2007
August, 2007

Octéber 1, 2007.

December 7, 2006

Commencement of the Tender Offer for Sumisho Lease’s
common stock by the Company . ‘
Completion of the Tender Offer for Sumisho Lease’s
common stock by the Company ' .

In case the Company cannot acquire all the shares of
Sumisho Lease:

Execution of a share exchange agreement .

_ (between the Company and Sumisho Lease)

Annual general meeting of shareholders to approve the

share exchange (the Company and Sumisho Lease)

If the share exchange is deemed to be a simplified share

exchange (“kan’i kabushiki kokan) or a short-form share"

exchange (“ryakushiki kabushiki kokan™), a resolution of

" approval by the general meeting of shareholders may not be

needed.

Delisting of shares of Sumis;ho Lease

The Company makes Sumisho. Lease its wholly-owned;
subsidiary by the share exchange

Extraordinary general meeting of shareholders to approve
the merger (Sumisho Lease and SMBC Leasing)

Merger of Sumisho Lease ;md SMBC Leasing
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4 “[Duration,_Price, Number of Share Certificates and Other Details for the Tender

Offer]

'¢)) : [Duration of the Tender Of’fér]

Duration of the Tender Offer
4 -y .
} ;

0

From Tuesday, October 31, 2006 through
Thursday, December 7, 2006 {38 days) (the
“Tender Offer Period”) o

-Daté: of Public Notice

Tuesday; October 31, 2006

Name of Newspaper for Public Notice

!

Notice will be made by electronic public
announcement, as will be announced in a notice

to bé published in the Nihon Keizai Shimbun.

EDINET (electronic disclosure for investors’

network)

(2}i[Price of the Tender Offe}, etc.]

‘| (https://info.edinet.go.jp/EdiHtmVmain.htm)

¥7,000 per share

: Sha}e Certificate
Wafranf Instrument N/A
Ce&iﬁcates with Rights to Acquire Shares N/A
Cel;'ﬁﬁcates of Bond with Rights-to Acquire N/A.
Shares . ‘ -
De[:;ositary Receipts for Shares, etc. N/A

Baslisof Calculation

The purchase price proposed by the Company
(¥7,000 per share) was determined by taking into

consideration various factors, including the

| market price of the common stock, financial |

conditions and future prospects of Sumisho

Lease and valuation of Sumi:sho Lease’s

;:ommon stock by Nomura Securities Co., Ltd,, a
third party appraiser. The purchase priée of
¥7,000 per share is a sum equal to the average

share closing price of Sumisho Lease on the

| First Section of the Tokyo Stock Exchange

during the past 3 months up to and including

October 12, 2006 plus a premium of

approximately 13.2%.
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3 ?.[Numbers of Share Certificate, etc. for the Tender Offer]

-
il

Class of Certificates, efc.

b
.

Number of Shares
Planned to be
Purchased

Number of S_hares
tobe*

bver—Purch'ased

Total

Shaife Certificates

1. 27,560,655 shares -

27,560,655 shares

Wal:jjrant Instrument

Cerit'iﬁcates with  Rights. to

Acquire Shares

Certificates of Bond with Rights

to Acquire Shares -

Dep'ositary Receipts’ for Shares,

etc.’ .

Total - - 127,560,655 shares

(To!t;al Number of Latent Share o ] ' 0

Certificates, etc.) . : . ’ . ’
.

(Notie 1) The Company will purchase all the shares tendered.

(Not:E 2)  Through the Tender Offer, the Company will not acquire treasury shares o\wned by the Target Company
| (121,937 shares as of March'31, 2006). '

(Noip 3)  Shares constituting less t};an a.whole unit are also eligible for the Tender Offer; provided, éui)mission of .
i . : .

the share certificates is necessary (if such share certificates are kept in custody by the Japan Securities
Depository Center, Inc. (JSDC) through the Tender Offer Agent, there is no need for such submission).
New sﬁare acquisition rights in the form of the Target Company’s stock options could be exercised by the
end of the Tender Offer Period, and any share of lhe Targ;cl Company-issued or transferred in relation to
such ri ghts shall be subject to the Tender Offer.. - A

The total number of 27,560,655 shares planned to be purchased is calculated by déducting from the total
of 43,396,595 outstanding shares as of March 31, 2006 (described in the 44th Fiscal Year Annualr
Securities Report filed by the Target Company on June 22, 2006) the 15,714,003 shares that the
Company holds and the 121,937 treasury.shares that the Target Company holds, In addition, actual
number of shares purchased might be up to 27,679,255 shares if the shares of the Target Company are
issued or transferred by the exercise of all the new s‘harc acquisition rights in the form of the Target

Company’s stock options (118,600 latent shares as of March 31, 2006).




[Ownership Percentage of Share Cgrtiﬁcates, etc. after the Tender Offer]

’ .Category

Number of Voting
* Rights

Number of Votmg ‘Rights Represented by Share Certificates, étc. to be

Purchased

(a)

275,606

Number of- Votmg nghts Represented by Latent Share Certificates,

etc. mcluded in (a)

(b)

Number of Voting Rights Represented by Depositary Recerpts for
Shares etc. included in (b)

(c)

Number of Voting Rights Represented by Share Cemf cates, etc.
' Owned by the Tender Offeror as the date hereof

(@

157,140

' Nurpber of Voting Rights Represented by Latent Share Certificates,
etc. included in (d) '

- (e)

Number of Voting Rights Represented by Depositary Recelpts for

Shares etc. included in (e)

®

Nurnber_ of Voting Rights Represented by Share Certificates, etc.
Owned by the Specially Related Parties as the date hereof

(2)

1,976

.| Number of Voting Rights Represented by Latent Share Certificates,
etc_fincluded in (g)

(h)

791

Nur_?nbér of Voting Rights Represented by Dépositary Receipts for
Shares, etc. included in (h) '

()

Total Number of Votmg Rights of Shareholders of the Target Company
as of March 31,2006

G

432,293

Percentage of Number of Voting Rights Represented by Share Certificates,

’ etc}}to be Purchased to the Total Number of Voting Rights of Shareholders

((@)/(3) (%)

63.69

Ov\ﬁrlership Percentage of Share Certiftcates, etc. after the Tender Offer
((atd+g)/(j+(b-c)H(e-DH(h-i)) x 100) (%)

100.00

1
it

!
4

all Specially Related Parties,

(Noitfe 1) The “Number of Voting Rights Represented by Share Certiﬁcates,. etc. Owned by the Specially Related
Parties as the date hereof,” which is set out in (g) above, is the sum of the aggregate voting rights

represented by the shares, etc. (excluding treasury shares held by the Target Company) held by each of

{Note2)  The “Total Number of Votihg Rights of Shareholders‘: of the Target Company,” which is set out in (§)




above, is the number appearing in the 44th Fiscal Year Annual Securities Report filed by the Target
Company on June 22, 2006. ' )

Shares constituting less than a'whole unit are also eligible for the Tender Offer. Therefore, in calculating )

‘the “Percentage of Number of Voting Rights Represented by Share Certificates, etc. to be Purchased to

the Total Number of Voting Rjghm of Shareholders™ and “Ownership Percentage of Share Certificates,
etc. after the Tender Offer,” total number of !voting rights of shareholders of the Target Company is
deemed to be 432,746, representing the sum of (i)} 432,293 voting rights of all shareholders of the Targ;:t
Company and (ii) 453 voting rights relating to 45,358 shares (deducting 37 treasury shares held by the
Targe£ Company from 45,395 shares, which is the total number of shares constituting less than a whole

unit described in the Annual Securities Report of the Target Company).

The share cerli.ﬁcates, etc. owned by the Specially Related Parties (including the shares of the Target

Company to be issued or Uansfén‘ed due to the exercise of new share acquisition rights in the form of the
Target Company’s stock options) are also subject to the Tender Offer; accordingly, the “Number of
Voting Rights Represented by Share Certificates, etc. to be Purchased” (set out in ia)) includes the part
of “Number of Voting Rights Represented bj Share Centificates, etc. Owned by the Specially Related
Parties as the date hereof” (set out in {g)) exclusive of the “Number of _Votiné Rights Represented by
Latent Share Certificates, etc. included in (g)” {set out in {h}). Therefore, the “Number of Voting Rights
Represented by Latent Share Certificates, et(l:. included in (g)” (set out in {(h)) instead of the “Nli!nber of
Voling Rigtlns Represented by Share Certificates, etc. Owned by the Specially Related Parties as the date
hereof” (set out in (g)) is used as a component of the numerator of the “Ownership Percentage of Share

Certificates, etc. after the Tender Offer.”

With regard to the “Pcfcéntage of Number of Voting Rights Represented by Share Certificates, etc. to be
Purchased to the Total Number of Votirig Rights of Shareholdérs” and the “Ownership Percentage of

Share Certificates, etc. after the Tender Offer,” the m.lmbers are rounded to the nearest hundredth,

6 j[Liccnse, etc. Concerning Acquisition of Share Certificates, etc.)

N/A

+



7 [Procedures for Applrcatlon for the Tender Offer and Cancellation of Application
thereoﬂ

'4
l

(N f_[ProcedUres for Application for the Tender Offer]

(i) + Tender Offer Agent

Nomura Securities Co., Lid.

" 9-1, Nihonbashi l-ehome, Chuo-ku, Tokyo

(ii) £ _Applying shareholders should fill ih the prescribed “Tender Offer Application Form” and

- ¢ submit it with the share certificates concerned to the head office or any hranch office in Japan

" b of the Tender Offer Agent by 15:30 oh the last day of the Tender Offer Period. Please prepare
1 a seal (inkan) at the time of application together with the Tender Offer Appl{cation Form

"j| mentioned above. In_addition, identiﬁcation documents may be necessary upon application,

i (See Note 1 below.)

(iii)r .No appllcatlon for the Tender Offer made through securities ﬁrms other than the Tender Offer

. Agent shall be accepted
t

i

- (iv)i Shareholders may tender shares only pursuant to the Tehder Offer Application Form if such

share certificates are kept in custody by the Tender dffer Agent (or by ISDC through the

Tender Offer Agent). When a depositary receipt is issued for such deposited share certificate,

please submit the depositary reeeipt.‘

_For shareholders, ihc]udiné corporate shareholders, who reside outside Japan and do not hold

~
<
-

an account wnth the Tender Offer Agent (“Non-Japanese Shareholders”) please’ app!y ‘through

S

your standmg proxy residing in Japan.

i

EE T

(vr) Shareholders who will open a new account at the Tender Of’fer. Agent shall apply with
. identification documents. Shareholders who have already opened an account at the Tender

5 foer Agent will need to submit identification documents in certain-cases. (See Note 1 below.)'

(vii) For mdmdual shareholders resndmg in Japan the difference between the price for the shares
i sold through the Tender Offer and the purchase cost of shares will be subject’to
3 se]f-assessment taxatlon with’ regard to capital gams on the shares calculated separately from

§ taxation on other i income. (See Note 2 below.)

i - . g 10



Upon acceptance of an application, the Tender Offer Agent will deliver a “Receipi of

Application” for the Tender Offer to the applying shareholders.

If all or any part of the shares for which a tender application has been presented are not

purchased, such shares will be returned to the épplying shareholders. When share certificates

other than those representing one unit (100 shares) are included in those submitted with an

application, the names on the share certificates to be returned may not be the same as those on

the submitted share certificates. For those who desire the return of the share certificates in the

same name as the shares presented with the tender application, please submit share certificates

representing one unit in respect of all the shares presented with the tender application.

r

(Notie 1) Identification Documents’

Shareholders who open a new account at the Tender Offer Agent shall apply with identification documents

such as following. Shareholders who have already opened an account will need to submit identification

documents in certain cases. For details regarding the identification documents etc., please contact the

Tender Offer Agent.

Individual Shareholders:

Originals issued within six months of submission to the
Tender Offer Agent of:
copy of residence certificate (jyumin-hyo); confirmation

| form of records of residence certificate (jyumin-hyvo-no-

kisai-jikou-shoumeisho); certifi cate of registered seal
(mkan toroku-shoumeisho).

Valld (unexplred) Original of: .

various types of health insurance cards (kenkou-hoken-
sho); driver’s license; basic residence registration cards
(fyumin-kihon-daicho-card) with name, address, and date
of birth; various types of welfare cards (fukushi-techo);
alien registration centificate (gaikokujin-touroku-
shoumeisho); passport; national pension book (kokumin-
nenkin-techo) issued before December 31, 1996,

(Note) :
- Identification documents must be valid (unexpired).
- Identification documents must allow confirmation of:
- the validity of the identification documents; and
the name, address and date of birth of the applicant
as set forth in the Tender Offer Application Form.

Corporate Shareholders:

Certificate of corporate registry or docunients issued by
governmenta! authorities, etc.

(Note)
- Identification documents must allow confirmation of:
Corporate name; and
. Location of headquarters or main office.
In addition to the identification of the corporate -

shareholder, identification of the corporate




sharcholder’s representative or its attorney
(representative, attorney-in-fact, or person in charge
of the execution of the agreement to tender the
shares) will be required.

i | Non-Japanese Shareholders: . For Non-Japanese Shareholders who do not reside in

; Japan and non-Japanese corporations that have their
Pt headquarters or main office outside Japan, identification
i .- S ’ documents such as documents issued by a foreign

T government recognized by the Japanese government or
¢ L ’ : 1 documents issued by a competent international

: ’ organization, which are equivalent to identification

documnents for Japanese residents.

i ’ .
{Note 2) Self-Assessment Taxation With Regard To Capital Gains, Calculated Separately From Taxation on Other

5 _ lncorné {For Individual Shareholders): 7

. Capital gai‘ns on the shares realized from a share transfer will be subject to self-assessment taxation, which '
\ is ca!culalqd separately from taxation on other income. Each shareholder is n-asponsible for, and should

, ~ ¢onsult his or her own licc:l‘lscd tax attorney or other expert for specific questions regarding the tax .

consequences of the Tender Offer to such shareholder.
(2)}[Procedures for Cancellation of Application for the Tender Offer]

Apf)lying sharehelders may, at any time during the Tender Offer Period,. cancel any application for
the I:Tender Offer. '

. In the case of such cancellation; the applying-shareholders must deliver or mail a document

reqjlflesting the cancellation of the application for the Tender Offer (“Document of Cancellation™),

anzi?:hing the Receipt of Application for the Tender Offer to the head office or a branch office in

. Jap?.n of the Tender Offer Agent designated as below, by'l.5:30 on the last day of the Tender Offer

' '

Period. When mailing the documents, the cancellation will not be effective unless the Document of

Carjicellation reaches the Tender Offer Agent by 15:30 on the last day of the Tender Offer Period.

-

i * Persons who has the authority to receive the Documents of the Cancellation:

Nomura Securities Co., Ltd. =
9-1 Nihonbashi 1-chome, Chuo-ku, Tokyo

(or branch offices of Nomura Securities Co., Ltd. located in Japan)
(3);,' [Procedures for Return of Share Certificates, etc.]

In ﬁhe event that applying shareholders give‘notice of cancellation of the application for the Tender
)
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Offer in the manner ‘described in “(2) ‘Procedures.for Cancellation of Application for the Tender
Offf;r” above, the relevant share certificates will be returned immediately following the completion |,
of the cancellation process, by the procedures indicated in “(4) Procedures for Return of Share

Certificates, etc.” of “10. Séttlement Procedures.”
K3 R . - R

(4) fi[Name and Location of Head Office of Sécurities Company/Banks, etc. Holding and

?jRetuming Share Certificates, etc.] - -

Nomura Securities Co., Ltd. )
9-1 Nihonbaéhi 1-chome, Chuo-ku, Tekyo

n

8 ' [Funds Required for the Tender Offer]

( 1){; [Fﬁnds, ete. Requill'e'd for the Tender Offer] ’ -

Aggrégate Price of the Tender Offer (a) , ‘ ¥192,924,585,000
Types of Consideration other than Cash -

Tot}l Amount of Consideration other than Cash | - - -
Cojrfumission b . . ¥230,000,000
Others (¢) o . ¥5,000,000

Total (a)yt(b)+(c) . : . ¥193,159,585,000

o . .
(Nc;te 1) The “Aggregate Price of the Tender Offer,.” which is set out .in (a) above, is calculated by multiplying tine
i number of shares to be purchased for the Tender Offer (27,560,655 shares) by the purchase price per share;
jg provided, the “Aggregate Price of the Tender Offer” (set out in (a)) cou!d_be ¥193,754,785,000 and
R ‘ accordingly the tot'al amouni' including “Commissions™ (set out in (b)) and “Others” {set ;')ul in (c)) could
¢ - be¥193,989,785,000, if the Tender Offeror purchases all of the shares to be issued or transferred due torlhé
exercise of al the new share acquisition rights in the form of the Target Company’s stock options {118,600
: latent shares as of March 31, 2006).
(chite 2) “Comml:ssion,” which is set out in (b) above, is lheleslimaied arr;ount of commissions to be paid to the
. . Tender Offer Agent. '
(Nc;tc 3) “Others,” which is set out in (c) above, is comprised of estimated fees and expenses for the public notice ‘
“ . and those for printing this Statement énd other necessary ddcumcnts, ctc.
(Nété 4} [In addition to the amc;um described above, there are fees and expenses t6 be paid to the Tender Offer Agent
i

and to the legal counsel. However, the amount is not determined yet.

3 -

{Note 5} Consumption tax and similar charges are not included in the calculation des;:ribed above.

.
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) ié[lDep()sits or Loan for Funds Required for Purchase, etc.]

t
Co

N

(i) 1[Deposits as of one or two days preceding the date hereof]

L
i;
{ Types of Deposits Amoﬁnt_
[ ' (unit: Yen in thousands)
t  Negotiable Certificate of Deposit 200,000,000
Total (a) | 200,000,000
(i1} {Borrowings as of the day preceding the date hereof]
[F ir;ancial Institutions]
' Category of Contents of Loan Amount

‘| Business of Lender

Name of Lender ‘

Agreement

(unit: Yén in thousands}

' [Otli';lers]

Total

Category of

‘| ‘Business of Lender

~ Name of Lender

Contents of Loan

Agreement

Amount

(unit: Yen in thousands)

Total

i“-
. !'
. -4 - -
[Financial Institutions]

v ’ . .
(iii) [Funds to be borrowed on and after the date hereof]

Category of -

i Business of Lender

Name of Lender

Contents of Loan -

Agreement

" Amount

(unit: Yen in'thousandé)

1 : -

2! T

Total (b)

14



[Otﬁers]

Category of Contents of Loan | Amount
- L Name of Lender . ' . .
'l Business of Lender | - Agreement (unit: Yen in thousands):

Total (c) -

(iv)i[Other financing)
b -

Description j Amount

(unit: Yen in thousands)

Total (d) ) ‘ . -

1‘ .
(v} [Total of dep051ts or loans of funds to be approprlated for purchase etc.]
200 000,000 thousand Yen ((a)+(b)+(c)+(d))
(3)T[Relationship, etc. between Tender Offeror and Company [ssuing Securities tobe Usedas a
i;Consideration for the Tender Offer]

w
v

: N/A
9 1[Cond|t10n of Company Issumg Securmes to Be Used as a Con51deratlon for the
Tender OfTer] '

N/A

10 ;E[Settlement Proceduree]

(I) [Name and Location of Head Office of Securities Company/Banks etc. in Charge of

Settlement]

‘i—'Nomura Securities Co., Ltd.
'9-1 Nihonbashi 1-chome, Chuo-ku; Tokyo

[
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[:

(2) rS[Commencement Date of Settlement]
hursday, December 14, 2006
(3) [Settlement Procedures] .
‘A notice of purchase will be mailed to .the addresses of the applymg shareholders (or the
standmg proxies for Non-Japanese Shareholders) without delay. after the end of the Tender Oﬂ'er
Perlod Payment of the purchase price will be made in cash. The Tender Offer Agent will,"in- .
accordance with the shareholders’ mstructlons remit the purchase price without delay after the
‘:Commencement Date of Settlement to the accounts designated by the applying shareholders (or
ithe standing proxies for Non-Japanese Shareholders) or pay at the head office or branch offices
j’of the Tender Offer Agent.
4) [Procedures for Return of Share Certificates, etc.]
In the event that all or a part of thé shares for which a tender application has been presented are
not purchased under the terms mentioned in “(1) Condltlons set forth in each Item of Article
27 13, Paragraph 4 of the Law” or “(2) Conditions of Wlthdrawal etc. of the Tender Offer,
Detarls thereof and Procedures for Disclosure of Withdrawal, etc.” of “11. Other Conditions and _
Procedures for Purchase, etc.,” the share certificates, etc. required to be returned will be retumed
to the applying shareholders pursuant ‘to the shareholders’ instructions immediately after the
: Commencement Date of Sertlement (or the date of withdrawal, etc., if the Tender Offer is
:{vithdrawn etc.) either by (i) delivering to the applying shareholders, or mailing to the addresses
' of the applying shareholders (or to the standing proxies for Non-Japanese Shareholders), or (ii)
recovermg the condition of share certificates in custody at the time of application in cases where
‘the share certificates applied, etc. are kept in custody by the Tender Offer Agent (or by JSDC
through the Tender Offer Agent) at the time of application.

v

1 tOther Conditions and Procedures for Purchase, etc.] _

: 3‘

(N tConditions set forth in each ltem of Article 27-13, Paragraph 4 of the Law]
;N/A (The Company will purchase all the shares tendered.)

(2) [Condmons of Withdrawal, etc. of the Tender Offer, Details thereof and Procedures for
Dlsclosure of Withdrawal, etc.] '

Upon the occurrence of any event listed in Article 14, Paragraph ],‘ltems 1.1 through 1.9, Items

[

16



l‘2 1 through 2.8 as rvell as Article 14, Paragraph 2, Items 3 through 6 of the Enforcement Order,
the Tender Offeror may “Wwithdraw its offer. Should the Tender Offeror intend to withdraw the
i,Tender Offer it will give notice through.electronic disclosure as well as in “The Nihon Keizai
- Shrmbun provided, however, if it is deemed difficult to give such notice within the Tender
;Offe_r Period, the Tender Offeror will make a public announcement of the withdrawal by the
;procedures pursuant to Article 20 of the TOB Order and forthwith give public notice. .
3) lr'[lssues Concerning Applying Shareholders’ Rights of Cancellation of Application]
An applying shareholder may cancel an appllcatlon for the-Tender Offer at any time during the
Tender Oﬂ‘er Perlod The procedures for the cancellation shall be described in “(2) Procedires

‘ for Cancellatlon of Application for the Tender Offer” of “7 Procedures for Application for the

Tender Offer and Cancellation of Application thereof.”

.No claim for indemnification or penalty payment will be made to any applymg shareholder by

the Tender Offeror, even in the case when the appllcanon by the applying shareholder is
|; cancel]ed. The cost of returning the share certificates held in custody by the Tender Offeror will
% be borne by the Tende_r Offeror.

2
| . .
ﬁ s .

(4) [Procedures for Disclosure of Change in Conditions, etc. of the Tender Offer]
5 Should any terms and conditions of the Tender Offer be changed the Tender Offeror will’ give a
* public notice thereof through electronic dlsclosure as well as in “The Nihon Keizai Shimbur as
-l to such change; provrded however, that if it is deemed 10 be difficult to make such notice within
" the Tender Offer. Period, the Tender Offeror will make a public announcement in accordance

ii with Article 20 of the TOB Order, and forthwith give public notice. The purchase of the shares

i app]red prior to the public notice will also be made in accordance with terms and condmons S0

: changed.

(Sj [Procedures for Disclosure in Filing Amendment Statement]
* If an amendment statement is filed with the Director General of the Kanto Finance Bureau, the -

» Tender Offeror will forthwith make a public announcement of the contents thereof which are

* relevant to the eentents of the public notice of the Tender Offer, in accordance with the manner
set forth in Article 20 of the TOB Order The Tender Offeror will also forthwith amend this
Staterment and prowde the amended tender offer explanatory statement to the applymg

- : shareholders who have received the former statement. If the amendments are ‘made only toa

limited extent, however, the Tender Offeror may, instead of provrdmg an amended tender offer

i, explanatory statement, prepare and deliver a document stating the reason for the amendrnents,

i the matters amended, and the details thereof to the applying shareholders.
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{6) ::T[P.roc‘edures for Disclosure of Results of the Tender Offer}
The Tender Offeror will make a public announcement regarding the results of thé Tender Offer in
accérdahce with Article 9-4 of the Enforcement Order and Article 30-2 of the TOB Order on the day

folleing the last day of the Tender Offer Period.
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{[Corporation]

;_i[Descrip'tion of Tender Offeror]

(N I:[Summary Description of Tender Offeror)

3

0] ?[History of Tender Offeror]
i

4

December24, 1919
registel_'éd on
December 30, 1919
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;
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r
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August
July 19

March

ber 1944
ber 1944

ber 1945

1949
50
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June 1952
Decerﬁber 1962

February 1963
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Novem
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"

g

r 1969

1970

ber 1970

The Company was established as Osaka Hokke Kaisha Ltd. (with a capital of 35 million yen),
and engaged in real estate management and expanded the port of Osaka area northward while
reclaiming and developing land, repairing the port.

The Company merged with Sumitomo Building Co. (established in August 1923 with a capital

. of 6.5 million yen) and renamed to Sumitomoe Real Estate and Building Company Co.

. The Company took over operations of Hasebe and Takekoshi Architectural Office and became a
- general real estate company engaged in real estate management, architectural engineering.

After the World War , seeking out new opportunities by moving into trading activities such as
handling the distribution of products from affiliated Sumitomo emerpnses which the Company
had business re!atmnshlp with, and handling the products of major manufactures, the Company
changed its name to Nippon Kensetsu Sangyo, and made a decision to move into trading.

The Company concentrated its business resources on the activities of trading department, and
expanded the category of products handled and the business field in which the Company
operates.

The share of the Company was listed on the Osaka, Tokyo a.nd Nagoya Stock Exchanges
respectively. (In June 1955, listed on the Fukuoka Stock Exchange).

Architecture engineering department was spun-off and became an independent company named

“Nikken Sekkei Koumu K.K.” (“Nikken Sekkei K.K.” at present).

Nikken New York Inc. was established. (“Sumitomo Corporation of America™ at present.)
The Company changed its name to "Sumitomo Shoji Kaisha Ltd."

Business Divisions at Osaka and Tokyo were integrated under a new organizational $tructure .
based on products handled. Departments and Sections were integrated into Nine Business
Divisions - Iron & Steel, Nonferrous Metals, Electric, Machinery, Produce & Fentilizer,
Chemicals, Textile, General Products & Fuel, and Real Estate. ’

Tozai Kogyo K.K. was established in Osaka prefecture (Sumisho  Lease at present. In
November 1983, the share of Sumisho Lease was listed on the Osaka Securities Exchange
Second Section and, subsequently, listed on the Tokyo Stock Exchange First Section and the
Osaka Securities Exchange First Section, Following the Tender Offer and series of subsequent
procedures, the common stock of Sumisho Lease is scheduled to be delisted in 2007. Sumisho
Lease is scheduled to be a wholly owned subsidiary of the Company in August 2007 and merge
with SMBC Leasing on October 1, 2007. The Company plans to hold 45% stake in the merged
company).

Sumisho Computer Service K.K. was established in Osaka prefecture (“Sumisho Computer
Systems Corporation” at present). In Februmy' 1989 the share were listed on the Tokyo Stock
Exchange Second Section and in Septembe}‘ 1991 on its First Section. '
The Company acquired Sogo Tradmg K:K. (eslabhshed in May 1950 with capital of 300
mitlion).

The Company established Osaka Head Office and Tokyo Head Office, respecuvely (formerly the
Head Office and Tokyo Branch).
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December 1975
T .
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i

- July 1978

Juhe 1979
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5
\
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1]

" January 1995
;
!

Januvary 1997
b

April 2000

April 2001-

4
¢

June 2?_)01
July 2002
April 2003

I
October 2005 -

_ Sumisho Electronics K.K. was established in Tokyo pmfecture The share was llsled on Over

The Counter Stock Market at Japan Securities Dealers Association in September 1997, and listed
on JASDAQ in December 2004 as JASDAQ was reorganized as stock exchange market. In
August 2005, Sumisho Electronics K.K. was merged with Sumisho Computer Systems
Corporation.

The .Company adopted the Enghsh company name "Sumltomo Corporation {SUMITOMO
SHOIJI KAISHA, LTD.)."

The Company reorganized business divisions into four Groups, Iron & Steel Group, Machmery
& Electric Group, Non-ferrous Metals Chemicals, Petroleum & Carbon Group, and Living
Related Group. In April 1998, Media, Electronics & Information Business Group was newly
formed, and in April 2000, Machmery & Electric Group was divided into two groups, resulting
in su( business Groups.

Sumisho Auto Leasing Corporation was established in Tokyo prefecture (“Sumisho Auto Lease”

. at present. The share was listed on Over The Counter Stock Market at Japan Securities Dealers

Association in August 1998, on the Tokyo Stock Exchange Second Section in December 2000,
and on its First Section in March 2002. In August 2005 it became a wholly owned subsidiary of
the Company by exchange of shares, Sumisho Auto Lease plans to merge with SMBC Aute
Leasing in October 1, 2007. The Company plans to hold 60% stake in the merged company).

Jupiter Telecommunications Co., Ltd." was established in Tokyo prefecture. The company

" develops cable television broadcasting businesses through an integrated operation of numerous

cable TV stations. In March 2005, the share wag listed on JASDAQ stock exchange market.
Sumitomo Corporation Eurcpe was established as the supervising and holding company for
Europe businesses (*Suinitomo Corporation Europe Holding Limited” at present).

Sumitomo Corporation Hokkaide Co., Ltd. was established in Hokkaido prefecture, and it took
over business operations of Hokkaido Branch.

"The Company restructured 'Osaka .Hcad Office’ and ‘Tokyo Head Office’ into the Head Office,
" which consists of six‘Corporate Groups, nine Business Units and twenty-cight Business

Divisions. The Company also implemented Regional Business Units in the Kansai, Chubu and
Kyushu-Okinawa regions (nine Business Units and twenty-six Business Divisions as of March
2006). '

The Conipany relocated Tokyo headquarters from Hitotsubashi, Chiyoda-ku te Harumi,
Chuo-ku.

The Company reorganized the Corporate groups into 2, groups, 1 office and 1 dcpartment
Sumitomo Corporahon Tohoku Co., Ltd. was established in Mlyagl prefecture, and it took over
business operatlons of Tohoku Branch. -

Sumitomo Corporation Kyushu Co., Ltd. was established in Fukuoka prefecture, and it took over
business operations of the Kyushu-Okinawa Regional Business Unit.
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(i)

I ’
[Business Purpose and Business Description of the Tender Offeror]

B
“

‘51) Business purposes of the Tender Offeror

K

W Export, import and sale of the following goods:

{0)
ge)

L (®)
O

Iron, steel and non-ferrous metals and their products; ore and other mineral products;
Electric wire and cable; electric, electronic and communications equipment; and their parts;
Machinery, implements, tools (including measuring instruments, scales and medical and
surgical instruments), firearms, vehicles, ships and aircraft and their parts;

Industrial chemicals (including poison, lethal poison, alcohol and explosives), medicine
(inbluding veterinary medilcine), quasi-pharmaceuticals, agricultural chemicals, synthetic
resins, cosmetics, dyestuffs, gases, radioisotopes and other cherﬁical products and their raw
materials;

Fertilizer and feed and their raw materia!s;

Foodsfuffs, oil stuﬁ's,‘ food products, salt, tobacco and liquor and other beverages;

Fibrous raw materials and their products; o '

Rubber, leather, pulp and paper and their products; other sundry products;

Cement raw materials and lumber and their products; other construction materials;

‘ (10)Coal, petroleum (including fuel oil), natural gas and other fuels and their products;

+ (11)Animals, plants and other natural products; and

:, (12)Any other products of the agricuttural, forestry, marine, lilvestock, mining or manufacturing

“10.
1L

industries.

Manufacturing, processing, repairing, conservation, management, inspection and leasing of
the goods set forth above, and related installation works. ‘
Selling and buying used goods. .
Wholesaling, bfokerage and agency business. . . -
Non-life insurance agency’ business, insurance agéﬁcy business under the Automobile
Damage Compensation Security Law and other insurance agency business, and business in
connection with the solicitation of subscriptions for life insurance.

Overseas non-life insurance aﬁd life insurance business.

Warehousing, - ‘

Land, marine and air transportation, forwarding and related agency business.

Mining, cultivation of agricultural products, planting and cutting of trees, catching and
cultivation of marine products and raising of livestock. 7

Development and sale of products of biotechnology.

Travel business, hotel business and operation of facilities for tourism/leisure, sports;
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7

‘116
17.

{

»

medical treatment and education and of restaurants.

. Acquisition; disposal, conservation, management, leasing and other uti]i_zaiion of real estate,

and relal_ed intermediation.

. Regional and urban development, and contracting, planning, designing and supervision in

connection therewith, . - - : ¢

. Land, sea and air surveying and investigation. . ' -

13-

Contrz'icting for, planning, designing and supervising civil engineering, architectural and
other construction works. -

Production and sale of publications, printed matter and representational matter.

Infoﬁnation processing/provision and other information services, advertising,

telecommunications, and wireless antenna and cable television/radio broadcasting,

18, Acquisition, development, maintenance, utilization and disposal of industrial property rights,

copyrights and other intangible property rights and of know-how, system engineering and

other software, and related intermediation.

. Trading of greenhouse gas emission reduction credits.

. Lending money; guaranteeing obligations; selling and buying claims; exchange transactions; -

holding, employing, selling and buying securities; and other financial services.

. Credit-card business. '
. Investrnent adviser services.
. Personnel dispatching services.

. Disposal of industrial and nen-industrial waste, and sale of reclaimed products of industrial -

and non-industrial waste.

. Business of generating electricity.

. Supply of electricity and heat.

]

3 Investigation,_reséarch and consulting services concerning the businesses set forth above.
. All other businesses incidental or related to those set forth above.

. Businesses other than those set forth in the preceding items.

! 2) Business description of the Tender Offeror

“ Sumitomo Corporation group has built its own strong business foundation consisting of trust,

global networks, global refations and intellectual capital, and advanced functions in business

. development, logistics solutions, financial services, IT. solutions, risk management and

_.inteliigence gatheririg and analysis. Through integration of these elements, Sumitomo

¢ Corporation group provides a diverse array of values to our customers. Based on this business

i

foundation and these functions, Sumitomo Corporation group engages in various business
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i

activities on a global consolidated basis.

. ;:The following table sets forth Sumitomo Corporation group’s‘ major products handled and

business operations, and principal subsidiaries and associated companies by operating segments.

15 Segment

Products and Services

Principal subsidiaries and associated companies

I\&etal Products
)
I

Domestic sales, international
trading and processing of iron &
steel and nonferrous metal products

Other related businesses.

Sumisho Metalex

| Asian Steel

Sumisho Tekko Hanbai

SC Metal

i
Transportation &
Construction

i
i S)fstcms

Domestic sales and international
trading of ships, aircrafts, railroad
transportation systems,
automobiles, construction
machinery and retated equipment
and parts.

Other related businesses.

Sumisho Auto Lease (Note 1)

Oto Multiartha

KIRIU

Oshima Shipbuilding

:Machinery &

Electric Business
W

Domestic sales, international
trading and construction of
machinery and equipment related to
industries, infrastructure, electricity
and ETeTEY.

Sumisho Machinery Trade

Perenntal Power

Sumitomo Shoji Machinex

i i i . MaobiCom
3. Sales and installation of equipment Holdings
! and systems related to information
! & telecommunication network.
Promoting other related businesses. .
Promotion of media business Sumisho Compuier Systems  (Note Co
- Sumitronics

Media, Electronics
i & Network

including visual content and cable
TV operétion, IT solution service
business, telecommunication and
network related business and EMS
business.

Development and distribution of
eleétronic's devices and new highly

value-added materials.

2)

Nissho Electronics

Jupiter TV (Note 4)

Jupiter Telecommunications
(Note 3)

MS Communications

Domestic sales, intenational
trading and development of
products related to plastics, organic
chemicals, new materials,
electronics materials, inorganic
chemicals, alkalis, medicals,
bio-pharmaceuticals, agricultural
chemicals, pet supplies, and
antibiotics.

Other related businesses.

Sumitemo Shoji Chemicals (Note 5)

The Hartz Mountain

Summit Agro Europe

Cantex

Mineral Resources

Development and international

trading of coal, iron ore, steel

Nusa Tenggara Mining *

Petro Summit Investment

Sumisho Coal Australia

; and Energy

Sumisho LPG Holdings
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making raw materials, nonferrous
raw materials, LNG (liquefied
natural gas), petroleum,
semi-manufactured goods and
finished products relating to
petroleum, LPG (liquefied

| petroleum gas), batteries and carbon

products,

P'romoting other related businesses.

SC Minerals America

LNG Japan

i & Service

"

k3

Consumer Goods |-

Domestic sales and international
trading of raw materials and
products of food & foodstuffs,
fertilizers and textiles.

Opernting retail and downstream
businesses handling a wide range of
consumer goods and services.

Shinko Sugar ) Summit

Montrive Sumisho Drugstores

Mammy Mart

I ..

+. Logistics
.

._\

4

Providing logistics services,
insurance services and overseas

industrial park businesses,

Domestic sales and international Seven Industries Sumisho Paper
J trading of cement, lumber, 1G Kogyo S.C. Cement
!; woodchip, pulp, tires and other ’
Materials & Real | materials.
%] Estate Promeotion of real estate businesses ' '
s o TBC . Sumisho & Mitsuibussan kenzai
',: such as office building rentals,
: condominiums sales, and -
i commercial complex management.
“: Finance businesses, private equity .
3 investments and commodities and Bluewell Sumisho Global Logistics (Note
(Financial & | derivative businesses. - 6} ’

Sumisho Capital Management Thang Long Industrial Park

East Jakarta Industrial P;_ark

D‘of‘i’lestic Regional
Business Units and
" Offices

Various businesses at key locations

in Japan.

Sumisho Textile Sumisho Steel Sheets Works

Sumisho Montblanc Nippon Katan

3
Overseas Offices

Subsidiaries and

Various businesses at key locations
in the world.

Sumitomo Corporation Europe
Holding Limited
Sumitemo Corporation {Singapore} 9 Subsidiaries in China

Sumitome Corporation of America

i Branches X .

o v Sumitomo Australia

| Corporate Sumisho Lease {Note 7)

¢ : . : '
(Note 1) On August 2, 2005, Sumisho Auto Lease _beg:ame a wholly owned subsidiary of the Company by

i
i
It

o company of the Company.

exchange of shares. Sumisho Auto Lease plans to merge with SMBC Auto Leasing in October 1, 2007,

: The Company plf;ns to held 60% st-a.ke in the merged company. -
(No:e 2)  On August 1, 2005, Sumisho Computer Systems and Sumisho Electronics merged. Sumisho Computer
Systems is the ongoing concern and Sumisho Electronics dissolved.

Jupiter Telecommunications is a subsidiary of LGESumisho St;per Media, which is an associated

"Jupiter Programming" changed the name of the company to "Jupiter TV" an January 1, 2006.
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(Note

h
]

i
|

n
4

(Note

(Note
4

@

5)  On October 1, 2005, Sumitomo Shoji Plastics, Sumitomo Shoji Chemicals and Sumishe Chemicals &

Plastics Nagoya merged. Sumitomo Shoji Plastics is the ongoing concern and Sumitomo Shoji

Chemicals and Surr;isho Chemicals & Plastics Nagoya dissolved. Sumitomo Shaji Plastics changed its

name to Surnitqmo Shoji Chemicals.

6) * On April 1, 2006, Sumisho Logistics, Sumitrans (Japan) and All Trans merged, and Sumitrans (Japan),

the merged company, changed the name of the company to Sumisho Global Logistics.

7)  Following the Tender Offer and series of subsequent procedures, the édmmpn stock of Sumisho Lease is

scheduled to be delisted in 2007. Sumisho Lease is scheduled to be a wholly owned subsidiary of the

Company in August 2007 and merge with SMBC Leasing on October 1, 2007. The Company plans to

hold 45% stake in the merged company.

fAmount of Paid-in Capital and Total Number of Issued Shares of the Company-(as of

October 31, 2006)] .

Amount of Paid-in Capital

Total Number of Issued Shares

¥219,278,931,183

1,250,602,867 shares |
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(iv) [Major Shareholders (as of March 31, 2006)]

Name Address Numberof | Shareholdin
. ‘ Shares Held £ Ratio to
(thousands) All the
- [ssued
Shares
}al;:an?/:;ﬁl.ezu;[:lszccﬁlﬁ; of | 51 1-3, Hamamatsu-cho, Minato-ku, Tokyo 85,011 6.8{j%
ﬁg‘?‘(’trﬁ;‘:‘:zzoi;gices Bank, 1-8-11, Hqumi,Chuo-ku, Tokyo 84,364 6.75%
g[(l;f.,slllditd-Surnitomo Insurance | 2-27-2, Shinkawa, Chuo-ku, Tokyo 33227 - 2 66%
Sumitome Life Insurance Co. | 7-18-24, Tsukiji, Chuo-ku, Tokyo - 30,856 2.47%
State Street Bank and Trust | PO.BOX 351 BOSTON MASSACHUSETTS
DY fimhs. oo | 02101 US.A. | 21,830 1.75%
Bank) ' (6-7, NihombashiKabutocho, Chuo-ku, Tokyo)
H;‘:m?ié":‘ Mutual Life | | 3.1 Yyrakucho, Chiyoda-ku, Tokyo 17,889 1.43%
The Chase Manhattan Bank. | wOOLGATE HOUSE. COLEMAN STREET '
IN.A. London SECS Lending )
i1Omnibus  Account (Standing | LONDON EC2P 2HD. ENGLAND (6-7, 17,153 1.37%
J|proxy: Mizuho Corporate } . ’
Bank) NihombashiKabutocho, Chuo-ku, Tokyo)
Nippon Life Insurance Co. 1-6-6, Marunouchi, Chiyoda-ku, Tokyo 15,132 1.21%
ﬁﬁ.a?uzﬁﬁoﬁﬁﬂfes Bank, | 8.1, Harumi, Chuo-ku,lT(.)kyo 14,767 1.18%
Sumisho Lease 4-5-33, Kitahama, Chuo-ku, Qsaka 14,722 1.18%
Total | - 334,954 | 26.78%
":(Note 1) Mitsubishi UFJ Trust' and Banking Corporation, Nippon Life lasurance Co., Meiji Yasuda Life
%. Ir{surance Co. and The Norinchukin Trust and Banking Co., Ltd. each owns an interest in Thf:
! Master Trust Bank of Japan, Ltd., which administers pension asse;é and the like and serves as
. nominal holder of the corresponding stock. ‘
.'i(Note 2)  Resona Bank, Ltd,, The Sumitomo Trust & Banking Co., Ltd. am;l Mitsﬁi Trust Holdings, Inc. each
. o%s an interest in iapan Trustee Services Bank, Lid., which administers pension assets and the like
Id and serves as nominal holder of the corresponding stock. ‘
={(Note 3)  From Sumitomo Life Insurance Co., the Company has received a copy of the “Change Report

Relating to Substantial Shareholding Report” dated May 13, 2005, which was filed with the
Dir:ector General of the Kinki Finance Bureau by Sumitomo Life Insurance Co. These repolrts
indicated that Sumitomo Life Insurance Co. owned 47,470 thousand shares (thé holding ratio of
share certificates, etc being 3.94%) as of April 30, 2005. However, as ihe Company canriot

(.:leicrminc the status of beneficial sharcholding as of March 31, 2006, the abovementioned
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(Note 4)

y
I
-
Iw

Ei(Note 5)

3
)

;i(Note 6)

« (Note 8)
i

!

'; (Nolel9)

shareholding ratios are described based on the shareholder register as of March 31, 2006,

State Street Bank and Trust Company and The'_Chase Manhattan Bank, N.A. Lm;don are custodians

‘of shares owned primarily by institutional investors in Europe and the United States, and they are

. registered as the shareholders for such institutional investors.

The shares held by Sumisho Lease have no voting rights pursuant to ‘Article 241, Paragraph 3, in the

Commercial Code of Japan.

From Capital Guardian Trust Company and another three joint holders, the Company has received a

" copy of the “Substantial Shareholding Report” dated August 12, 2005, which was filed with the

Director General of the Kanto Finance Burcau by the aforementioned joint holders. The report
indicated that they owned 107,336 thousand shares (the holding ratio of share certificates, etc being
8.91%) as of July 31, 2005. However, since ‘the Company cannot determine the s.tatus of beneficial
shareholding as of March 31, 2006, the Company has not included such information in the above
described “Major shamho]dem.;’

From Barclays Global Investors Japan Trust & Banking Co., Ltd. and another eleven joint holders,
the Company has received a copy of the “Substantial Sharcholding R‘cp'ort“ dated Apnil 11, 20086,
which was filed with the birector General of ‘lhe Kanto Finance Burcaﬁ by the aforementioned joint

holders. The report indicated that they owned 74,247 thousand shares (the holding ratio of share

certificates, etc being 5.94%) as of Mar.ch 31, 2006. However, sinc;: the Company cannot determine

. the status of beneficial shareholding as of March 31,2006, the Company has not included such

information in the above described “Major Shareholders.”

From JP Morgan Trust Bank Limited and another six joint ho]der;s, the Company has received a
copy of the “Substantial Shareho]ding Report™ dated Apnil 17, 2006, whi(’.:h was filed with the
Director General of the Kanto Finance Bureau by the aforementioned joint holders. The report
indicated‘ that they o.wned 77,457 thousand shares (the Holding ratio of share certificates, etc being
6.19%) as of March 31, 2006. However, since the Company cannot determine the status of
t;eneﬁ;:ia] shareholding as of March 31, 2006, the Company has not included such information in

.

the above described “Major Shareholders.”

The above-described information, including Note | through Note 8, is based on the _‘Annual

Sécur;ities Re-po'rt for the 138th term filed by the Company on June 23, 2006.

“
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‘October 31, 2006)]
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(v) ;_[Personal History énd Number-of Shares Owned by Directors and Corporate Auditors (as of

Title

Job
Responsib
ility

Name

Date of -
birth

Employment History

Number of
Shares
owned

{thousand)

Kenji Miyahara

Novemb
ers,
1935

April 1958

-June 1986

June 1990

June 1993

June 1995

T June 1996

June 2001

enter the Company;

General Manager of Tubular Products Import
& Export Dept. No, 2;

Assistant General Manager of the Iron & Steel
import & Export Division No.1;

Director

Deputy General Manager of the Lron & Steel
Import & Export Division;

General Manager of Eron & Steel Import &
Export Division;

Managing Director

President and Chief Executive Officer of
Surmitomo Corporation of Amtrica;

General Manager of North America;

Senior Managing Director

Officer of Planning & Coordination Division,
Business Investment Division, and Credit &
Controlling Division;

General Manager of Planning & Coordination

Division;

Responsible for Planning & Coordination
Division, Business Investment Division,

and Credit & Controlling Privision,

General Manager of Planning & Coordination
Division and Credit & Controlling Division;
Executive Vice President

Responsible for General Affairs Division,
Planning & Coordination Division, Business
Investment Division, Accounting &
Controlling Division and Credit & Controlling
Division; .

President and Chicf Executive Officer;
Chairman of the Board (Present Position)

‘B3

Director,
President
and Chief
* Exccutive
Officer

Motoyuki Oka

Scptemb
erl5,
1543

April 1966

June 1994’

April 1998

entered the Company;
General Manager of Tubutar Products Import
& Export Dept. No. 1; .

General Manager of Sumitomo Corporation of

America, Houston Office;

Director i -
General Manager of Iron & Steel Division No.
3

General Manager of Planning & Coordination
Division;

Managing Director R
General Manager of Planning & Coordination
Division;

Responsible for Personnel Division and C&C

*System Division;

Responsible for Legal Division, Personnel &
General Affairs Division and Planning &
Coordination Division;

General Manager of Planning & Coordination
Division;

73
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i

Agril 2001

June 2001

Senior Managing Director

Responsible for Legal Division, Personnel &
General Affairs Division, and Planning &
Coordination Division; ’
President and Chief Executive Officer (Present
Position)

. Director,
Executive
Vice I
President

i

:

»
a,

General
Manager of
the
Machinery
& Electric

‘Business

Unit

Shuji Hirose

August
6, 1943

April 1966

June 1996

April 2000

Apri) 2003

April 2005
April 2006

entered the Company;

General Manager of the Motor Vehictes
Department No, 9;

General Manager of the Motor Vehicles
Department No. 6; .
General Manager of Detroit Office of
Sumitomo Corporation of America;

Director

Deputy General Mamager of the Power &
Telecommunication Project Division;

Deputy General Manager of the Ship, Plant & ~
Transportation Project Division;

General Manager of the Ship, Aerospace &
Transportation Systemns Division;

Managing Director

Deputy General Manager of the Machinery &
Electric Group, No.1;

General Manager of the Ship, Acrospace &
Transportation Systems Division;

Deputy General Manager of the Transportation
& Construction Systems Business Unit;
General Manager of the Transportation &
Construction Systemns Business Unit;

Director & Senior Managing Executive
Officer;  ~

Director & Executive Vicel President;

Director & Ex:cutivel\c'ice President

General Manager of the Machinery & Electric
Business Unit (Present Position)

52

General
Manager of
the Metal
Products
Business

. Unit

Kenzo Okubo

April 8,
1944

April 1968

" June 1997

April 2002

April 2003
June 2003
April 2004
April 2005

June 2005

entered the Company;

General Manager of the Steel Sheets & Strip
(Carbon & Stainless) Deparument, Osaka;
General Manager of the Steel Sheets & Serip,
Wire Rad & Specialty Steel Depanment,
Osaka;

Assistant General Manager of the Iron & Steel
Divisicn No.2;

Director

Scnior Assistant to Executive Vice-President
Responsible for Kansai Area;

General Manager of the Iron & Steel Division
No.2; .

Assistant General Manager of the [ron & Steel
Group; '
Managing Director ,

Assistant General Manager of the Metal
Products Business Unit;

General Manager of the lron & Steel Division
No.2; ’ .

Director & Managing Executive Officer;
Managing Executive Officer;

Senior Managing Executive Officer;
Executive Vice President

General Manager of the Metal Products
Business Unit; .

Director & Executive Vice President (Present
Po‘sition)

43
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0] rBth"r,
Executive
Vice

President

Responsibt
¢ for the
Human
Resources
Developme”
nt &
Information
Manageme
nt Group
and the
Financial
Resources
Manageme
nt Group

Noriaki
Shitnazaki

August
19, 1945

April 1969 -

June 1998

April 2002

April 2003
April 2004

- April 2005

April 2006

entered the Company;

General Manager of the Accounting
Controlling Department No, I,
General Manager of the Accounting
Cunh'u!ling Department;

Director .
Genéral Manager of the Accounting
Controlling Divisions;

“General Manager of the C&C Systems

Divisions;

Senior Assistant to Managing Director
Rcspon'siblc for the Planming & Coordination
Division: - N .

General Manager of the Finance & Accounting
Drivision;

Managing Director .

Scnior Assistant to Managing Director
Respansible for the Planning & Coordination.
Division; .

General Manager of the Finance & Accounting
Division;

Responsible for the Internal Audit Department;
Responsible for the Human Resources ’
Development & Information Management
Group; .

Respansible for Financial Resources
Management Group;

General Manager of Human Resources
Development & Information Management
Group; '

Director & Managing Executive Officer;
Director & Senior Managing Exccutive
Officer; -

Director & Executive Vice President;

Director & Executive Vice President
Responsible for the Human Resources
Development & Information Management
Group and the Financial Resources
Management Group {Present Position)

55

Directo:;
Exccutive
Vice i:
Pmidgét .

L
[

¥
il

A

General
Manager of
Corporate
Planning &
Coordinatio
n Office

Nobuhide
Nakaido

Novemb
erl,
1946

April 1971

June 1998

April 2002

April 2003

entered the Company;

General Manager of the Machinery & Systems
Department;

General Manager of the Plant & Machinery
Division of Sumitamo Corporation of America;
General Manager of Sumitomo Corporation of
America, San Francisco Office;

General Manager of the Machinery & Electric
Division No. I of Sumitomo Corporation of
America; R

Deputy General Manager of the Electronics
Division;

Drirector

Deputy Genieral Manager of the Elecronics
Division;

(ieneral Manager of the Electronics Division;
General Manager of the Netwark Division;
Responsible for ¢-Business Deparument;
Managing Director; .

Assistant General Manager of the Media,
Electronics & Network Business Unit;
General Manager of the Network Division;
Responsible for e-Business Department;
Director & Managing Execwtive Officer
General Manager of the Media, Electronics &

26

Network Busi Unit;
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April 2004

April 2005

Director & Scnior Managing Executive
Officer;
Executive Vice President (Present Position)

General
Manager of
the -

" Materials &

Real Estate
Business
Unit

Hiszhiko Arai

February
19, 1946

April 1969

April 2003

April 2004

June 2004
April 2006

entered the Company;

General Manager of the Personnel Department
No.l;

Peputy General Manager of the Living Related
Group;

General Manager of Planning & Coordination
Department, Living Related Group;

General Manager of the General Products
Bivision; -

General Manager of the Materials & Supplies
Division;

Executive Officer R
General Manager of the Materials & Supplies
Division;

Managing Executive Officer

General Manager of the Materials & Real
Estate Business Unit

Dircctor & Managing Executive Officer;
Director & Senior Managing Executive Officer
{Present Position)

General
Mnnagcr.of
the Mineral
Resources’
& Energy

' Business

Uit

Michihisa
Shinagawa

Jatiuary
1, 1949

April 1971

April 2003

April 2004 -

June 2005
April 2006

entcred the Company;,

General Manager of the Petrolewm Product
Supply & Retail Department;

General Mzanager of the Petroleum Department
No.l; ’

General Manager of the Liquefied Petroleum
Gas bepanmenl;

General Manager of the Petroleumn & Carbon
Division; R

Gencral Manager of the Energy Division No.1; ‘

Exccutive Officer

General Mﬁgér of the Energy Division No,1;
Managing Executive Qfficer

Assi General M of the Mineral
Resources & Energy Business Unit ;

General Manager of the Energy Division No.1;
General Manager of the Mineral Resources & -
Energy Businesa Unit;

Director & Managing Executive Officer 1
Director & Senior Managing Executive Officer
{Present Position). .
Represema:ion’c')f other legal entities:

Director of INPEX Corporation

23

Director,
Managing
Executive
Officer

General
Manager of

‘the

Consumer
Goods &
Service
Business -
Unit

Yoshi Morimoto

April 7.

1948

April 1571

31

entered the Company;

General Manager of the Credit & Controlling
Department of the Machinery & Electric
Group;

General Manager of the Overseas Business
Risk Management Department;

General Manager of the Trade & Security
Policy Control Department;

Assistant General Manager of the Credit
Controlling & Business Investment Division;
General Manager of Coordination & ’
Administration Department, Credit Controlling
& Business Investment Division;

Deputy General Manager of the Risk
Management Division;

General Manager of the Risk Management &
Planning Department;

General Manager of the Portfolio Risk &
Market Risk Management Department; |




. April 2003

April 2004

June 2005

General Mannger of the Risk Management
Division; + .
General Manager of the Financial ile_sources
Management Group;

Executive Officer

General Mznager of the Financial Resources
Management Group; )

Managing Executive Officer

Assistant General Manager of the Co
Gootts & Service Business Unit;

General Manager of the Textile Division;
General Manager of the C Goods &
Service Business Unit;

Director & Managing Executive Officer
{Present Position)

“Director,

A

General
(¥ Dt‘

Makoto

Executive -
r

Officet

the
Financial &
Logistics *

Business

Unit

Shibah

' Apal
16, 1947

April 1970

~

April 2003

April 2004

June 2006

entered the Company;

General Manager of the Business Investment
Department;

General Manager of the Business Investment
Department No. 1;

Assistant General Manager of the lron & Steel
Division No.1;

Deputy General Manager of the lron & Steel
Division No.1;

Assi General M:
Group;

General Manager of the Planning &
Adminisiration Department, Metal Products
Business Unit; '

Executive Officer

General Manager of the Planning &
Administration Department, Metal Products
Business Unit;

General Manager of the Financial Service
Division;

Managing Executive Officer

Assistant General Manager of the Financial &
Logistics Business Unit; General Manager of
the Financial Service Division;

Genceral Manager of the Financial & Logistics
Business Unit; .
Director & Managing Executive Officer
{Present Position)

of the Iron & Steel

Director,
Mangging _
Executive
Ofﬁcel::

General
Manager of
the Media,
Electronics
& Network
Business
Unit, and
General
Manager of
Med:a
Division

Shingo Yoshii

. August
23,1547

April 1971

" April 2003

April 2005

June 2005

entered the Company,;

General Manager of the Machinery & Electric
Department of the Nagoya Office; '
General Manager of the Information &

Teleco icati Busi Department
No.! and the Machinery & Electric
Department of the Chubu Qffice;

General Manager of Planning & Coordination
Department, Media, Electronics& Information
Business Group;

Deputy General Manager of the Network -
Division; -
General Manager of the Media Division;
General Manger of the Cable & Satellite
Department; -
Executive Officer

General Manager of the Media Division;
Managing Executive Officer

General Manager of the Media, Electronics &
Network Business Unit; -

32

Director & Managing Executive Officer,




April 2006

Director & Managing Exceutive Officer
General Manager of the Media, Electronics &
Network Business Unit, and General Manager
of Media Division

(Present Position) )
Representation of other legal entities:
Director of Jupiter Tc!cconununications Co.,
Lid,

Directar,
Managing
Executive
Officer

,

i

;

k)

General -
Manager of
the
Transportati
on &
Constructio
n Systems
Business
Unit

Kazuo Ohmori

Novemb
cerll,

April 1971

April 2003

April 2005

June 2006

entered the Company;

General Manager of the Transportation Project
Business Department;

General Manager of the Ship & Marine Project
Department;

General Manager of the Ship: Aerospace &
Transportation Systems Division;
Executive Officer

General Manager of the Ship, Aerospace &
Trznsportation Systems Dhivision;
Managing Executive Officer

Assistant General Manager of the
Transportation& Construction Systems
Business Unit;

General Manager of the Ship, Aerospace &
Transportation Systems Division;

General M. }i{ of the T P tion&
Construction Systerns Business Unit;
Director & Managing Executive Officer
{Present Position)

Representation of other legal entities:
Director & Executive Vice President of
Oshima Shipbuilding Co., Ltd.

Di rectg.'i'r,
Execut_ive
Officer

{
i
;
!
.
;
L
!l
i

i

General
Manager of

Chemical
Business
Unit

Yoshiyuki
Matsuoka

-January
5, 1947

April 1970

April 2006

- June 2006

entered the Company; .
General Maneger of the Organic Chemicals
Department No.2;

General Manager of the Petrochemical
Business Office; | )

Deputy General Manager of the Plastics &
Organic Chemicals Division;

President & Director of Sumitomo Australia
Limited; . )

President & Director of Sumitomo Corporation
{New Zealand) Limited;

President & Director of Sumitomo Corporation
(Singapore) Pte, Ltd;

Executive Officer

Geners) Manager of the Chemical Business
Unit;

Director & Executive Officer (Present
Position}

12

Standirig

Corporate
Audilpr

(full time}

{Shigemi

Hiranuma

August
10, 1941

April 1964

June 1992

June 1996

33

entered the Company;

Deputy General Manager of Sumitomo
Corpoml:icmbf America, Chicago Office;
Director ’
Deputy General Manager of the lron & Stee!
Import & Export Division; :

Deputy General Manager of the Iron & Steel
Division No.2; .

General Manager of the Iron & Steel Division
No.2;

Managing Dircector

Deputy Generat Manager of the Iron & Steel
Group, and General Manager of the lron &
Stee! Division No.2;

General Manager for China;

a7




Director & Prcsndml of Sumitome Corpomuon
China Holding Lid.;
General Manager of the lron & Sv:cl Group;

4 April 2001 Executive Vice President
| ‘ General Manager of the Metal Products
i Business Unit;
April 2003 Director & Executive Vice President;
i' April 2005 Director
R Assistant to President and CEOQ;
June 2005 Corporate Auditor of the Company (Present
4 i Position}
Corporam J Tetsuro Janoary April 1972 entered the Compnny;
Aud:tor Fukumoto 27, 1950 General Manager of the Accounting
(full mne) ' Controlling Department;
} General Manager of the IR Dep
!L : General Manager of the lnvestor Relations
N Department;
Assistant General Manager of the Corporate 9
:1 Planning & Coordination Office;
p June 2004 retired; - '
i June 2004 Corporate Auditor of Sumisho Computer
q Systems Corporation {June 2006, reired);
) June 2006 Corporate Auditor of the Company (Present
3 Position)
Corporate Itsuo Sonobe April 1, June 1956 Assismm Professor ofSchoo! of Law at Kyoto
Audl:to; 1929 ’ Umvcmty
] v April 1970 Judge of the Tokyo Dlstnct Court and Tokyo
Family Court; ’
i March 1975 Judge of the Tokyo High Court;
- April 1931 Senior Judicial Research Official of the
}E; . Supreme Court;
! April 1983 Presiding Judge of the Tokyo District Court;
" April 1985 Professor of Institute of Social Sciences at 10
i; Tsukuba University;
i Apnil 1987 Professor of Schoo! of Law at Seikei
i University,
E Septeri)ber 1989 Justice of the Supreme Coun (March 1999,
1 retired); .
: April 1999 Lawyer {(Present Position);
' June 1999 Corporate Auditor of the Company (Present
Position)
Corporate Koji Tajika January December 1961 . entered Price Waterhouse & Co.;
Auditor 7, 1936 May 1970 Jjoined Tohmatsu Awoki & Co. (as the former
’ name of Tohmatsu & Co.),
August 1971 Partner of Tohmatsu Awoki & Co.;
\’ April 1982 Senior Parmer of Tohmatsu Awoki & Co.;
'; June 1938 Senior Executive Partner of Tohmatsu Awoki
L , & Sanwa; -
¢ June 1993 " Chief Executive Officer of Tohmatsu & Co.;
: June 1997 Chairman and Chief Executive Qfficer of
: Tohmatsu & Co. (May 1999, retired);
June 1999 Chairman of Deloitte Touche Tohmatsu .
L {Intemational) (May 2000, retired);
1 June 2000 Scnior Partmer of Tohmatsu & Co.;
, June 2001 Advisor of Tohmaisu & Co. (May 2002,
) retired);
:= June 2003 Corporate Auditor of the Company {Present
: Position) N
{ Representation of other legal entities:
' Director of Murata Manufacturing Company,
! Ltd.
; Director of Nomura Holdings, Inc.
N Direetor of The Tokyo Star Bank, Limited
i
{
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Corpor;qtc Akio !-Inmdu Novemb | Apnl 1965 commis_sioned Public Prosccutor;
Auditar erl, Aprl 1992 Chief Public Prosecutor of the Morioka
- 1939 September 1993 District Public Prosecutors Office;
o ) . December 1993 Public Prosecutor of the Supreme Public
i: . Prosecutors Office;
" January 1996 Deputy Vice-Minister of the Minister of
4' Justice; :
I, June 1998 Director-General of the Criminal Bureau;
‘ Vice-Minister of Justice;
i December 1999 Super Intending Prosecutor of Tokye High 1
i ' Public Prosecutors Office;
‘ July 2001 ’ Prosecutor-General (June 2004, retired);
' September 2004 Lawyer (Present Position);
' June 2005 Corporate Auditor of the Company (Present
a Pasition} :
, Representation of other legal entitics:
Director of Seiko Corporation
‘. Corporate Auditor of Shi_seido Company,
: Limited
r Total 534
(Not‘é 1)  Messrs. Itsuo Sonobe, Koji Tajika and Akio Harada are Outside Corporate Auditors stipulated by Article
k 2, Paragraph 16 of the Company Law of Japan,
’ . ;
(Not‘F 2) . There are 22-Executive Officers other than the above-described Directors and Corporate Auditors.
i ) .
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2 [Financial Condition]

(D .;:Basis'for preparing financial stéietnents_

4
Thej consolidated financial statements of the Companies have been preparéd in conformity with
accbunting principles generally accepted in the United States of America, pursuant to Article 87 in
the ! “Regulanons Concerning Terminology, Forms and Method of Preparation- of Consolidated
Fmancza! Statements” (Fmance Ministerial Ordinance No. 28 of 1976) (“Financial Statement

Regulatlons”)

The numbers in the consolidated financial statements described in th:s Statemem are rounded to the
nearest million.

|

(2) ‘Audit Assurance

i\ '

The consolidated fmancial statements for the consolidated fiscal year ended March 31, 2006 and

-2005 have been audited by KPMG AZSA & Co under the Article 193-2 of the Securities and

Exchange Law.

(Note) The order of the dates and years shown in the financial statements and notes to.the fi nanc.ial statements in this -
‘ .translation have been changed from the onglnal (Japanese) Tender Offer Explanatory Stalemcnt in order to

. show the recent results first for the convenience of non-Japanese investors.



[Consolidated Financial Statements]

(i) '[Consolidated Balance Sheéts]

Sumllztlomo Corporation and Subsidiar'ies
As of March 31,2006 and 2005 R
]

J Millions of Yen

ASSETS ' ' 2006 2005

Current assets:

o Cash and cash equivalents ) : ¥ 522,000 ¥ 453,89]

1 Time deposits ' . " 8,331 10,246
i Marketable securities (Notes 8 and 14) 22,087 23,154
i Receivables—irade (Notes 9, 14 and 24): -

! Notes and loans . ’ 265,022 307,133
it Accounts i . . 1,646,126 1,355,706
! Associated companies, ' ' 98,278 . 84884
: Allowance for doubtful receivables {15,335) ,{11,005)
i [nventories {(Note 10) 705,257 503,767
'} Deferred income taxes (Note 15) 31,998 ' 39,161
L Advance payments to suppliers o - - s0,165 56,878
{ Other current assets (Notes 12 and 16) . 310411 271,218
{! Total current assets ’ ‘ 3,644,340 3,095,033
5; Investments and long-term receivables

" (Notes 9, 14 and 24). ,

Investments in and advances to associated companies (Note 11} 469,482 . 354618
‘ Other investments (Note 8) : ‘ ' 783015 502,658
L Long-term receivables : 662,075 620,835
i Allowance for doubtful receivables . (40,703) . (45,672)
q Total investments and long-term receivables 1,873,869 1,472,439
) : _ '

! Property and equipment, at cost (Notes 12, 14 and 24) 1263682 1,129,655

Accumnulated depreciation ' (444,179) (409,263)

. ) ' 219,503 720,392
I::' .Prepaid expenses, non-current (Note 16} . 94,710 94,838
[ I

" Deferred income taxes, non-current {Note 15} l 13,511 e 10,149
. \ Goodwill' and other intangible assets (Notes &, 13 and 24‘) . ' 259,264 113,567
;i Other assets : ' 6,697 o 26,709

¥ 6711,804" ¥ 5533127

Total (Note 22)



. LIABILITIES AND SHAREHOLDERS' EQUITY'

i Current liabilities:

Short-term debt (Note 14) -
Current maturities of long-term debt (Note 14)
Payables—trade (Note 24):
Notes and acceptances
Accounts
Assaciated companies
~Income taxes (Note 15)
Accrued expenses
Advances from customers
Other current liabilities (Notes 14, 15 and 25)
Total current liabilities

Long-lerin debt, less current maturities
(Notes 14 and 24) \

Accrued per;sion and retirement benefits (Note 16)
Deferred income taxes, non-current (Note 15)
Minority interests

Commitments and contingent liabilities {Note 25)

Shareholders’ equity {Notes 17 and 21):
Common stock —
authorized 2,000,000,000 shares; issued

1,250,602,867 and 1,204,608,547 shares in 2006 and 2005,

respectively
Additional paid-in capital
Retained eamings:

Appropriated for legal reserve

Unappropriated

Accumulated other comprehensive
income (Note 18)

Treasury stock, at cost; 6,212,224 and 797,043 shares in 2006 and

2003, respectively
Total shareholders’ equity

Total

Millions of Yen

2006 2005
" ¥539,567 ¥412217
428545 438,534
93278 101,735
1,070,921 278,952
29713 18,266
33,060 20,226
92,975 60,539
90,483 85,392
243972 182,197
2622514 2,198,058
2,447,170 2,213,651
13,180 11,782
230,364 85,708
94,691 89,017
219279 219,279
279,470 238,859
17,696 17,686
'579,217 442,630
596913 460,316
213,767 17,083

(5.454) (646)
1,303,975 934,891

¥ 671189 ¥ 5533127

The accompanying notes to consolidated financial statements are an integral part of these statements.
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(ii) '[Consolidated Statements of Income]

4Sumitemo Corporation and Subsidiaries
~For the years ended March 31, 2006 and 2005

o

i

n
"

‘Millions of Yen

. 2006 2005
Revenues (Note 22): ’
Sales of tangible products . ' ¥ 2079576 ¥ 1,586,057
Sales of services and others 501,835 463,242
d Total revenues - 2,581,411 2,049,299
b .
.. Cost(Notes 12 and 23):.
Cost of tangible products sold 1,737,706 1,361,767
Cost of services and others 137,058 124,402
Total cost ' 1,874,764 1,486,169
' Gross profit (Note 22) 706,647 563,130
Other income (expenses): '
Sefling, generai and administrative expenses
‘(Notes 12, 13 and 15) (515,807 (437,849)
. Settlements on copper trading litigation {(Note 25) (109) 2,815
Provision for doubtful receivables (Note 9) (14,707) (12,896)
Impairment losses on long-lived assets (Notes 12 and 13) (12,423) {29,548)
. Gain (loss) on sale of property and equipment, net (Note 12) (362) 11,468
Interest income 18,998 , 14,562
Interest expense (38,951) (23,207)
Dividends .. e 10,423 6,386
Other than temporary impairment losses on securities 3,723 (8,927
Gain on sale of marketable securities and other investments, net (Note 8) 43,966 16,339
Gain on issuances of stock by subsidiaries and associated companies (Note 11) 1,534 12,603
Equily in earnings of associated companies, net (Notes 1t and 15) 51,374 37,387
Other, net . 947 (314)
Total other income (expenses) , {438,840y (411,781)
Income before income taxes and minority interests in earnings of subsidiartes (Note i
15) ' 247 807 151,349
Income taxes (Note 15) 80,737 57,849
Income before minority interests in earnings of subsidiaries 167,07(5 93,500
Minority interests in earnings of substdiaries, net (6,833) (8.427)
Net income (Note 22) ¥ 160237 ¥ 85,073
Total trading transactions* (Note 22} - ¥ 10,336,265 ¥ 9,898,598
Yen
Net income per share of common stock (Note 21}
Basic ¥130.18 ¥72.83
Diluted 130.17 72.82

* Tctsl zading transacucns represents tha gross wansscuon velume of irading actingies, or the nomingl spprepata wakus of the transactions lor which the

Companias st 35 principal or 98 soers. Tl itading transaciions i 3 measure commenty ysed by Japanass trad

companies. itis noute o con

stied as equivalant 13, of 5 substiute for. sahis or revenues under accounting Crinciples generatly sTrepted in the United States of Amerca {TUS.

GAAP°L

Tha accompanving nelas 10 consolined finandisl siatements are an intpgral pan of 1hese statements.
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(iii):

1

i

j‘ Sumitome Corporation and Subsidiaries
4 For the years ended March 31, 2006 and 2005

i

&

Common stock:
Balance, beginning of year

G
B
.

I . Issuance of common stock

i . Balance, end of year

.  Additional paid-in capital:
Balance, beginning of year
[ncrease due to Share Exchange Agreement(Note 6)
il Increase due to grant of stock options '
Issuance of common stock '
" Gain (loss) on sale of treasury stock
Balance, end of year

" Retained camings:

‘Balance, beginning of year

Netincome :

a Cash dividends .

N Effect of the chahge in the reporting period
.f:. of subsidiaries and associated companies

Balance, end of year -

,'.‘. Accumulated other comprehensive income (loss) (Note 18):

Balance, beginning of year
Ot'l'lerlcumprehensive income, net of tax
Effect of the change in the mpoqiné period
v of subsidiaries and associated companies
Balance, end of year '

Treasury stock:

Balance, beginning of year )
‘i ’ Increase due to Sharé Exchange Agreement(Note 6)
| Disposition (purchase) of treasury stock, net
Balance, end of year

t Total

, Comprehensive income:

15 Net income

i Other comprehensive income,
i ' - net of tax (Note 18)

Comprehensive income

;o 40

. [Consolidated Statements of Shareholders’ Equity and Comprehensive Income]

. Millions of Yen
2006 2005

¥ 219279 169,439
- 49,840

¥ 219279 219,279

¥ 238859 - 189,621
.39,896 -
742 -

. 49,199

2n 39

¥ 279470 238,859
¥ 460316 383,580
160,237 85073
(22,140) (5,070

(1,500) 733

¥ 596913 460,316
¥ 17,083 {11,237
190,138 28,274

6,546 46

¥ 213,767 17,083
¥ (646) ©(555)
(4,625 -
(183 1)
¥ (5,454) (646)

- " ¥1,303,975 934,891

¥ 160237 35;013
190,138 28274

¥ 350375

The accompanying notes to consolidated financial statements are an integral part of these statements.

113,347



: . .
(iv)[Consolidated Statements of Cash Flows]

:Sumitomo Corporation and Subsidiaries

| For the years ended March 31, 2006 and 2005

!

Operating activities:

Net income

Adjustments to reconcile net income to net cash used in operating activities:

Depreciation and amortization

Provision for doubtful receivables

Impairment losses on long-lived assets

(Gain) loss on sale of property and equipment, net

Other than temporary impairment losses on securities

Gain on sale of marketable securities and other investments, net
'Gain on issuances of stock by subsidiaries and associated companies
Equity in eamings of associated companies, less dividends received

Changes in operating assets and liabilities, excluding effect of acquisitions and divestitures;
Increase in receivables '
Increase in inventories
Increase in payables
.(Increase) decrease in prepaid expenses
Other, net

Net cash used in operating activities

[nvesting activities:

‘Expenditures for property and equipmeht

Proceeds from sale of property and equipment

Acquisition of available-for-sale securities

Proceeds from sale of available-for-sale securities

Proceeds from maturities of available-for-sale securities
Acquisition of held-to-maturity securities '
Proceeds from maturities of held-to-maturity securities -
Acquisition of other investments

_Proceeds from sale of other investments

Increase in loans receivable
Collection of loans receivable

Net decrease (increase) in time deposits

Net cash used in investing activities

Financing activities:

Net increase {decrease) in short-term debt

Proceeds from issuance of long-term debt

Repayment of long-term debt

Proceeds from issuance of commeon stock

Cash dividends paid

Capital contribution from minerity interests .
Proceeds (repayni.em) from securities lending activities
Acciuisition of treasury stock, net

Net cash provided by financing activities

Effect of exchange rate changes on cash and cash equivalents

Effect of the change in the reporting period of subsidiaries and associated companies

¢ Net increase in cash and cash equivalents
.+ Cash and cash equivalents, beginhing of year

. Cash and cash equivalents, end of year

v The pAIYing notes 10

lidated financial are an intcgral par of these siatements.

41

Mittions of Yen
2006 2005
¥ 160237 - ¥ 85073
94,239 77,967
14,707 12,896
12,423 29,548
362 (11,468)
3,123 8,927
(43,966) {16,339)
(1,534) (12,603)
(32,114) (33,238)
(267,595) (245,975)
(96,570) {90,807
146,392 139,720
(18,360) 28,883
(34,696} 6,585
(62,752) (20,831)
(128,505) (122,062}
163,500 60,768
(63,542) (20,183)
. 58381 - 30,268
11,093 834
{14,014) (1,932).
3,350 3,632
(238,692) (148,182)
91,149 63,958
(338,038) (135,603)
382,620 220,017
1,270 (7.348)
(141,428) (55,833)
115,389 " (56,911)
728,289 267,816
(551,063} (193,647)
- 98,625
(22,140} (5,070
2,233 862
(10,349} 10,349
ro(214) (2,199)
262:145 115,825
8,284 (844)
1,860 .
68,109 38,317
453,891 415574
¥ 522000 ¥ 453,891




Noites to Consolidated Financial SIatements

IIBASIC POINT IN THE PREPARATION OF‘TI-IE CONSOLIDATED FINANCIAL
ISTATEMENTS | |
4The accompanying consolidated financial statements have been prepared on the basis of
‘laccountmg prmc1ples generally accepted in the United States of America (“U.S. GAAP”). The
lcompany and most of its subsidiaries’ accounting records are maintained principally in
*accordance with accountmg practices prevailing in the countries of domlmle AdjuStments to
«;those records have been made to present these consolidated financial statements in accordance
twith U.S. GAAP. '
PREPARATION OF THE CONSOLIDATED FINANCIAL STATEMENTS AND
FILINGS WITH THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION (“Commlsswn”)

tf (1} Preparation of the consolidated financial statements
o _ .
H

sy

! The Compames have been preparing its consolidated ﬁnanc1al statements on the ba515 of

U.S. GAAP since 1975 in order to raise funds at overseas capital markets

(2) Filings with CoInmission

; A By filing registration statement in the form E-6 pursuant te the Securities Actref 1933 and
I by app-lying to the U.S. Securities and Exchange Commission based on Rule 12g3-2(b)
: under the Seéarities and Exchange Act of 1934, the Company registered its American .
) ‘Deposnary Recelpt (ADR) program, Level 1 (OTC), on September 18, 2002. After .
reglstermg the ADR program, the Company has filed and will continue to file its
i consolldatecl financial statements on the basis of US. GAAP and other required

_information. -

31 DIFFERENCE EETWEEN THE FINANCIAL STATEMETNS PREPARED

UNDER JAPANESE ACCOUNTING PRINCIPLES AND THOSE BASED ON
( US GAAP

v Following points are major differences between the accompanying consolidated financial
" statements based on U_.S; GAAP (*Accompanying Statements”) and the financial statements

* prepared under Japanese accounting principles;

! _ , - 42



Structure of the consolidated financial statements

.Accompanying Statements consist of consolidated balance sheets, consolidated statements

of income, consolidated statements -of sharcholders’ equity and comprehensive income, -
and consolidated statements of cash flows and notes to consolidated financial statements

and supplemental information.

" Reclassification of account

Receivables and payables from operating activities

While operative receivables and payables arising from ordinary busineés transactions
(excluding receivables not expected to be paid within one year under bankruptcy,
restructuring, and similar legal procedures) are classified into the Current Assets or
Current Liabilities under Japahese accounting standards, all of receivables and payables
with due dates longer than one year period are classified into non-current assets or

concurrent liabilities in Accompanying Statements.

Accounting standards

Marketable securities

Nonmonetary profits or losses arising from merger of subsidiaries or associate companies
are accounted properly pursuant to APB Opinion No. 29, “Exchanges of Nonmonetary

Assets” and EITF No. 91-5, “Nonmonetary Exchange of Cost-Method Investments.”
Accounting for deferred gain on sales of property .

Not applied to non-current tangible assets.

" (iii) Derivatives'and hedging activities

All derivatives are evaluated on a fair value basis in accordance with SFAS No. 133,
“Accounting for Derivative Instruments’ and'Hedging Activities” (amended by SFAS No.

138 and 149). Changes in the fair value of derivatives are recorded properly as income or
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ff;(iv) Accrued pension and retirement benefits -

1
i
i
i

W

0]

other comprehensive income dépending on its purpose (i.e. for hedging or not) and

category,

Accrued pension and retirement benefits are recorded in accordance with SFAS No.87,

“Employers’ Accounting for Pensions” based on insurance actuarial calculations.
Acquisitions

Acquisitions are accounted for by the purchase method in accordance with SFAS No. 141,
“Bpsiness Combinations” and SFAS No. 142, “Goodwill and QOther Intangible Assets.”
Goodwill and any intangible asset determined to have an indefinite useful life is not

amortized and instead requires annual impairment testing.

»

{(vi) Warrant to purchase new shares

Corporate bonds with warrants to buy new shares were issued under the Commercial
Code of Japan (“the Code™), and amount equal to such warrants have been accounted as

additional paid-in capital at the timing of issuance.

. ': (vii} Saleson déferred paYment

Profit arising from sales on deferred payment is recognized at the timing of sales.

- (viii) Losses estimated on sales . -

;

i
i
b
]

Estimated losses from sales contracts are accounted as losses for the fiscal year in which

the sales transactions are executed.

i (ix) Bonuses to Directors

‘Bonuses to Directors are accounted as expense and not accounted in the consolidated

statements of shareholders” equity.



::(x) Cost of new equity issuance

i . . Costs of riew equity issuance, net of related tax effect, are accounted by deducting the |

. amount of such cost directly from additional paid-in capital.

;BU'S[NESS DESCRIPTION

it
i

h
[

:
i
[

The' Company is an integrated trading company (sogo shosha). The Company and its subsidiaries ‘
(togi;ether, the “Companies”) are éngagcd in a wide fange of business activities on a global basis. The
Corfﬁpanies’ business foundation ‘consists of trust, global relations with over 100,000 business
partners around the world, a global network with' offices and subsidiaries worldwide,' imelleérual
caplital, and advanced functions in business dqvelopiﬁent, logistic solutions, financial services, IT
soll:_i_tions, fisk management and intelligence 'gatheringAand analysis. Through integration of these
-elelinents, the Companies provide a diverse array of values to our customers. Based on this business
foujadation and these functions, the Companies engage in general trading of a wide range of goods
and commaodities and in various business activities. The Companies act as both principal and agent
in :Fllese tradiné transactions. The Companies also provide a range of services for a variety of

industries, such as: financing for customers and suppliers; planning, coordination and operation of

urban and industrial infrastructure projects; consulting in areas such as system integration and

tectmolbgy development; and transportation and logistics. Ih addition, the Companies engage i,"
' oth;r diverse busines;s activities, including i'nvesting in a variety of industries ranging from
hio:technology to communications; developing natural resources; manufacturing and processing
pro:ducts such as s‘teel products and textiles; developing and managing real estate; and operating
retgilil stores. ' - . '

';["he Companies conduct business through nine industry-based business segm‘ents and two sets of
regibnal operations (domestic and overseas) that correspond to the operating segments monitored by
the™ chief operating decision makers (see Note 22). The C‘ﬁmpanies’ industry-based business

I .
segments are: : : . - ~

. h&etgl Products
. .'fmnspoytation & Construction Systems
. N;Iachinery & Electric o
. Media, Electronics & Network
. (fhemical
« Mineral Resources & Energy

» Consumer Goods & Service
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. M;lterials & Real Estate

. Fiﬁancial & Logistics

Each business segment operates with a degree of autonomy 1n pursuing strategic goals, managmg
operatlons and ensuring accountability. '
“Trz&dmg as used in the-following descnptlons of the Companies’ mdustry-based business segments
repf’esenl.s sales transactions where the business segment acts as a principal or an agent. See revenue
recc;gnition discussed in Note 5 (15).
- )

Metal Products— The Metal Products Business Unit segment engages in global trading involving
feni)us and non-ferrous metal products and investment in processing and manufacturing. In steel

shegts and tubular products business, we are offering supply chain management (SCM) services in

response to the customer’s precise needs. This segment is comprised of three Iron Steel Divisions,

the 'Tubular Products Division, the Metal Products for Automotive Industries Division and the
Non-Ferrous Products & Metals Division.
Traiiilsponation & Construction Systems— The Transportation & Construction Systems Business
Unit segment engages in global transactions involving ships, aircraft, transportation systems, motor
veh'icles construction equipment and related components and parts. Activities of this segment range
ﬁ'om tradmg, leasing and financing to designing and arranging the construction of public
transportanon systems. ThlS segment .consists of the Ship, Aerospace & Transportatlon Systems

Dlwsmn Automotive Division and the Construction & Mining Systems Division.

-Ma?:hinery & Electric— The Machinery & Electric Business Unit segment.engages in a wide range

of l_srge-scale infrastructure development projects relating to, among other things, power generation,
telecommumcanons facilities, water and sewage facilities and natural gas and oil pipelines.
Actlvmes of this segment include planning, developmg and managmg as well as investing in and
f'mancmg, infrastructure projects in emerging markets and supplymg manufacturmg equipment and
systems for various domestic industries. This segment is also engaged in trading and investing in
bus1lnesses such as telecommunications and information technology, energy-saving and environment- . '
friendly technology, and medical and life science prbducts. This segment consists of the E & M
(Eléctrié and Machinery) New Business Development Division, the Power & Energy Project
Di\.:"ision and the Information, Telecommunication & Industrial Project Division.

Me‘gia,.Electronics & Network— The Media, Electronics & Network Business Unit segment

engages in a range of media and communications activities, including cable TV operations;

) .
‘I
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" new ventures. ‘ ’ : , .

production and distribution of programming and ckontent' and de\;elopment and sales of-
telecommumcatrons and electronics equipment and related components, Systems and devices. In
addttton to the Companies’ investments, the Companies provide services such as marketmg and
strateglc development technology transfer and manufacturmg and engineering support. The
Compames also supply various materials and components to electronics manufacturers |ncludmg
s:hcon wafers, LED chips and assembled prmted circuit boards. This segment consists of the Media

Dmsron the Network DlVlSlOll and the Electromcs Division. -

Chen‘iical—- The Chemical Business Unit. segment engages in the trading_of source materials,
pro;'ducts and semi-finished got)ds involving synthetic resins and organic chemicals, and aiso
partakes in businesses’ relating to morganlc chemicals, electronic and performance chemicals,
pharmaceuttcals medical services, agncultural chemicals and pet supplres Activities of this segment
alsp include research and development of lrfe science products and investment in and financing of
Thls segment consists of the Basic & Performance Chemicals t)ivi:_;ion and the Life Science
Division., ' '

i3
I

N
h

Mlneral Resources & Energy— The Mineral Resources & Energy Business Unit segment develops

.and trades various mineral and energy sources mcludmg coal, iron ore, non-ferrous metal, noble

metal, petroleum, natural gas and_hqueﬁed natural gas (LNG). This segment also trades ferrous and
non ferrous raw materials, petroleum products, liquefied petroleum gas (LPG), solar and storage
Battenes carbon products and nuclear fuels. This segment consists of two  Mineral Resources
D1v1510ns and the Energy Division."

Cctnsumer'Goods & Service— Tlte Consumer Goods-&'Service Business Unit segment engages in
tradmg, production, processing, distribution of food commodities, textiles, clothing and other’
consumer goods. In addmon activities of this segment include the distribution of fertilizers and the
operatlon of retail businesses such as supermarkets, drugstores, direct- marketmg and a'high-end
brand name clothing and accessories. This segment consists of the Food Business Division and the
Lr'festyle & Retail Business Division. ‘

|t
Matertals & Real Estate— The Materials & Real Estate Busmess Unit segment engages in tradmg,

marketmg and dlstrtbutton of raw materials and other products such as cement, timber, wood-chips,
paper pulp, used paper and 'tires, and in ‘manufacturing and sale of ready-mixed concrete and
butldmg materials. This segment is also engaged in a variety of real estate activities relating to office

bt_uldmgs and commercial and residential real property. This segment consists of the Materials &
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Supplies Division and the Constljnction & Real Estate Division.

Finalncial & Logistics— Financial & Logistics Business Unit- segment engages in such
-ﬁnance-related businesses as commodlty futures trading, derivative transactlons prwate equity
mvestlnents mergers and acqu|s1t|on-related activities, consumer and small-business financing, and
the ; development and marketing of altematlve investment instruments, and in logistics services
rangmg from delivery, customs, clearance and transportation services to the development and
operanon of industrial parks. Actmg as a broker, this segment also arranges.for insurance in
connectlon with trading conducted by other business segments This segment consnsts of the

Fmanmal Service Division and the Logistics & Insurance Business Division.

j
l
5 SUMMARY OF SIGNIFICANT ACCOUNTING POLYCIES

I
t

Slgmﬁcant accounting policies apphed in the preparatlcm of .the accompanying consolldated

.ﬁnanClal statemems are summarlzed below

1.
|

(l):'Principles of Presentation and Consolidation
The accompanying consolidated financial statements’are stated in Japanese yen, the currency of the
country in which the Company is incorporated and principally operates

"l"he accompanying consolidated financial statements have been prepared on the basis of
acc;;ounting principles generally accepted in the United States of America (“U.S. GAAP”). The
Company and most of its subsidiaries’.accounting records are maintained principally in accordance
witlg accounting practices prevailing in the countries of domicile. Adjustments to those records have
l)eep made to present these consolidated financial statements in accordance with U.S. GAAP. The
siglziiﬁcant adjustments include those relating to the accounting for the valuation of ‘certain
inv:estment securities, pension costs, accrual of certain expenses and losses, derivative instruments

' and hedging activities, ]eases‘, business combinations, and deferred taxes.

'l:he consolidated financial ‘statements include the accounts of the Company and its
maiority—owned subsidiaries. Associated companies consist of companies and corporate joint
venitures owned 20% to 50%, or those owned less than 20% in the case where the Companies have

thei ability to exercise signiflcant influence over operating and financial policies. Investments in
associated companies are accounted for by the equity method.
All: significant intercompany accounts and transactions have been eliminated. The accounts of )
cerlain subsidiaries that have a fiscal year end ‘within three months .prior to March 31 have been
lncluded in the consolidated financial statements based on their ﬁscal year. A loss in value of an
1nvestment that is other than a temporary decline is recognized.

"l
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D:,uring' the fiscal year ended March 31, 2006 and 2005, some subsidiariesA and associated
com?panies changed their reporting periods to March 31. The effect of these changes was included in
the %ccompanying Consolidated Statements of Shéreholders’ Equity and Comprehensive Income and
of ¢a§h Flows classified as “Effect of the change in the reporting period of subsidiaries and
aSS(I)iciated ‘companies.” '

The Compames also consolidate variable interest entities for which they are the primary beneficiary,
in accordance with FASB Interpretation No. 46R, “Consolidation of Variable Interest Entities (“FIN
46R“) " »

{2) Cash Equivalents

The Companies consider highly liquid investments, mcludmg short-tefm time deposits, w1th an
ongmal maturity of three months or less, to be cash equivalents.

(3) %oreign Currency Translation

The Company’s functional and reporting currency is Japanese yen. Under the pI‘OVlSlOl’l of
Statements of Financial Atcounting Standards (“SFAS”) No. 52, “Foreign Cwrrency Transactions,”
assets and liabilities denominated in foreign currencies are translated into Japanese yen at the
respectwe year-end exchange rates. All income and expense accounts are translated at the average
rat_e‘s‘of exchange prevailing during each fiscal year in consolidating the financial statements of -
Oveji‘seas subsidiaries whose functional currency. is other than Japanese yen. The resulting
accumulated ‘transtation adjustments are included in a separate component of accumulated other
corr:)prehensive income (loss) in the accompanying consolidated balance sheets. Ail'l foreign currency

. transaction gains and losses are included in income in the peried incurred.

(4)tlnventories
[nvi:mories mainly consist of com'modities materials and real estate held for development and resale.
The cost of inventories is determined based on the movmg average basis or specific identification
baSlS Precious metals that have lmmedlate marketability at quoted market prices are valued at -
mafket value with unrealized gains and losses included in earnings. Other commodities and materials
are';‘:stated at the lower of average cost or market. Real estate held for development and resale are
stat::‘ed at the lower of cost or net realizable value, : - -

) ' |
(S)T;Marketable Securities and Other Investments
Maji'ketable equity securities and all debt securities
SF,E\S No. 115, “Accounting for Certain Investments in Debt and Equity Securities” }equires all

invii;stments in debt and marketable equity securities to be classified as either trading,
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-ava%}able-for—sale, or held-to-maturity securities. All of the Companies’ investments in debt securities

' and:plarketable equity securities are classified as either (i) trading securities, which are accounted for
at'fa}ir value with unrealized gains and los’ses' included in eamings, (ii) available-for-sale securities,
whi‘é:h are accounted for at fair value with unrealized gains and losses excluded from earnings and
repoﬁed in a separate component of accumulated other compréhensivé income (loss), net of related
taxés in the accompanying consolidated balance sheetsl, or (iii) held-tc;-maturity sécurities, which are
accéunted for at amortized cost. Those securities that mature or are expected to be sold in one year
are classnf‘ ed as current assets. ‘

A decline in fair value of any avallable for—sale or held-to—matunty security below the amortized
cost basis that is deemed to be other than temporary results in a write-down of the amortized cost
basn_s to fair value as a new cost basis and the amount of the write-down is included in earnings.
lmp:airment to be recognized is measured based on the amount by which the carrying amount of the
investment exceeds the fair value of the investment. Fair value is determined based on quoted market

, priées' ‘ _ -

On a continuous basis, but no less frequently than at the end of each semi- annual period, the
Compames evaluate the cost basis of available-for-sale securities and held-to-marunty security for
pos§lble impairment. Factors considered in assessing whether an indication of other than temporary
im;’;iainnent exists include: the degree of change in the ratio o:f market prices per share to book value
per, share at date 6f evaluation compared to that at date of acquisition, the financial condition and
pro:;j.pects of each investee company, indusrry. conditions in which the investee company operates, the
fair\. valiie of an available-for-sale security relative to the cost basis of the investment, the pel:iod of
timé the fair value of an available-for-sale security has been below the cost basis of the investment
and' other relevant factors. The cost of securities sold is determined based on the average cost of all

the shares of such security held at the time of sale.
Other investments . )\ .

Non marketable equity securities held as investments are carned at cost. Management semi-annually
assgsscs the result of the underlying companies, the performance of the underlying companies
rele}:tive to plan, industry conditions, financial condition and prospects and determines whether any
eve'nts or changes in circumstances that might have a significant adverse effect on fair value are
ldentlﬁed When events or changes i in circumstances that might have a significant adverse effect on
falr value are identified,  Management assesses whether ‘the fair value of the investment has declined
below its carrying amoum Ifa declme in fair value below cost is judged to be other than temporary,
aﬂer considering the period of tlme that the estimated fair value has been below the carrying amount
of ;he investment, the carrying value of the investment is written down to its estimated fair value.
Fai} value is determined based on analysis of discounted estimated cash ﬂov;fs, valuation models

i
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based on revenues, proﬁtablllty and net worth, market value of comparable companies, and other

valuanon approaches.

0.
q
iy . - . .

{6) Allowance for Doubtful Receivables

* An'allowance for doubtful receivables is maintained-at the level which, in the judgment of
management is adequate to provide for probable losses that can be reasonably estimated.
Management considers individual customers risk factors such as historical performance, recent
developments changes in original terms, internal nsk-ratmgs industry trends, and other specific
factiors applicable to the customer as well as general risk factors including, but not limited to,
smlereign risk of the country where the customer resides.

The Companies maintain a specific allowance for impaired loans. A loan is considered impaired
pursuant to SFAS No. 114, “Accounting by Creditors for lmpamnent of a Loan.” Pursuant to SFAS
Nol 114, a loan is impaired if it is probable that the Companies will not collect all pr1nc1pal and
mterest due. An impairment allowance is recognized equal to the dlfference between the loan’s book
value and either the present value of expected future cash flows dlscounted at the loan’s effectlve
mterest rate, the loan’s market price if available, or the fair value of collateral if the loan is collateral
dependent In addition to the specific allowance, an allowance is established for probable losses that
are: ‘not individually identified but are expected to have occurred that are inherent in portfolios of
sm_nlar loans. This allowance for losses is based on relevant observable data that include, but are not
Iirrlited to, historical experience, delinquencies, ‘loan stratification by poﬁfolio, and when applicable,
; geography, collateral type, and size of the loan balance. Past due balances are reviewed individually
fori collectibility. Account balances are charged off against the allowance after all means of collection
haYe been exhausted and the potential for recovery is considered remote,
(7) Property and Equipment
Propeny and equipment is stated at cost less accumulated depreciation. Depreciation of buildings,
inc:l:luding- leasehold improvements, is computed principally under the straight-line method.
Depreciation of Machinery and equipment is computed under the straight-line method or the
declining-balance method. Depreeiation of mineral rights is computed under the units-of production
over the estimated proven and probable reserve tons.

SFAS No. 143, “Accounting for Asset Retirement Obligations” addresses the financial accountmg
and reporting for obligations associated with the retirement of tangible long-lived assets and the
asslociated asset l’etiremem costs. The Cornpany records the fair value of an asset retirement
obligation as a liability with the corresponding increases to the carrying amount of the long lived
assets that are amortized over the life of the assets. The llablllty is ad_justed each period to reflect the

passage of time and changes in the estimates.



- (8) Impairment of Long-Lived Assets

Lon:g-lived assets and purchased intangibles subject to amortization are reviewed for impairment '
whénever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable in accordance with SFAS No. 144, “Accounting for the lmpalrment or Dlsposal of
Long-leed Assets.” Recoverability of an asset to be held and used is measured by a comparison of
the ! carrymg amount of the asset to estimated undiscounted future cash flows wrthout interest
expected to be generated by the asset. If the carrymg amount of an asset exceeds its estlmated future
cash flows, an impairment charge is recognized in the amount by Wthh the carrying amount of the
asset exceeds the fair value of the asset. Fair values are determined based on market values, appralsal
or drscounted future cash flows based on realistic assumptions less costs to sell.

Assets to be disposed of are reported separately in the balance sheet at the lower of the car‘ryiné
amc:Sunt or fair value less cost to sell, and are no longer depreciated. The assets and liabilities of a
dlsposal group classified as held for. sale would be presented separately in the appropriate asset and

hablllty sections of the balance sheet.’

1'5

- (9),?Goodwill and Cther Intangible Assets

‘Goodwil'l represents the excess of the cost of an acquired entity over the net of the amount assigned

to.assets acquired and liabilities assumed. SFAS No. 141, “Business Combinations” requires that all
business combinations are accounted for by the purchase method. Under SFAS No.. 142, “Goodwill

and Other Intangible Assets,” goodwill is not amortized and instead requires annual impairment

‘testi.l_ing thereof at least annually. Intangible assets with a definite useful life are amortized over their

resf)ective estimated useful lives and reviewed for impairment in accordance‘ with SFAS No, 144.
[ntanglble assets determined to have an indefinite useful life. are not amortized, but instead are tested
for |mpa|rment based on fair value at least annually until the remaining llfe would be determmed to
no longer be indefinite. '

Goodwrll and intangible assets not subject to. amortization ‘are tested for impairment at the
reportmg unit level at least annually, or more often if events or crrcumstances such as adverse

A

changes in the busmess cllmate indicate that there may be :mpalrment
E . .
(10) Stock Option Plan
The Company has stock optlon plans as mcentwe plans for dlrectors executive offi icers, and
corporate officers under the Company s qualification system. )
i"he Company accounted for these arrangements under SFAS No. 123, “Accounting for
Stdjck-Based Compensation,” amended by SFAS No. 148, “Accounting for Stoci(-Based

Cd}npensation—Transition and Disclosure, an amendment of FASB Statement No. 123,” through

.
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June 30, 2005. SFAS No. 123 gave entities a choice of recognizing compensatidn expense related to
the 3;granted of stock options by either adopting a fair value method or continuing to measure
compensatlon using the intrinsic value approach under Accountmg Prmcnples Board (“APB™)
Opmlon No. 25,“Accounting’ for Stock Issued to Employees,” and reIated interpretations including
FIN“ No. 44, “Accounting for Certain Transactions involving Stock Compensation.” The Company
,cho%e to continue using the intrinsic-value-based method of accoudting prescribed by APB Opinion
No{? 25 for fixed-plan stock options. Under this method, compensation expense is reeorded on the
date of grant only if the market price of the underlying common stock exceeds the exercise price on
the date of grant, No such compensation expense was 1ncurred for the three months ended June 30, .
200_5_and the years ended March 31, 2005. Had compensation expense for the Company s stock
. opdon plans been determined through June 30, 2005 using the fair value method of SFAS No. 123,
as amended the Compames net income and net income per share for the years ended March 31,
2006 and 2005 would have been as follows: '

: ) © Millions of Yen

; 2006 2005

5 Netincome: As reported - : ¥ 160,237 ¥ 85073

" . Deduct: Total stock-based compensation

f cost determined under fair value method )

: for alt awards ’ _— 137}
) Pro forma ¥ 160,237 ¥ 85,035

i

;!. Yen .
L 2006 2005

. Basic net income per share: Asreported ¥ 130.18 y 7283

! : Pro forma © 130,18 72.80

¢ Diluted net income per share: Asreported | 130.17 72.82

i . Pro forma 130.17 7279

’I'he fair value of these stock options was estlmated usmg the Black-Scholes option prlcmg model

w1th the following weighted-average valuation assumptlon

I

i . 2006 2005

Expected tife ) ‘. — 4.5 years
Risk-free rate . N -_— ‘ 0.97%
Expected volatitity : e : . o~ -39.23%

Expected dwidend yield . . — 0.96%
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In D%ecember 2004, the FASB issued SFAS No. 123 (revised 2004), “Share-Based Payment” (“SFAS
No.sé;ilZSR”.), \;vhich'addresses the accounting for transactions in which an entitg_/ exchanges its equity ‘
-instiiuments for goods or services, with a primary focus on transactions in u.'hich an entity obtains
emdloyee services in share-based payment transactions. This statement is a revision of SFAS No..
123 -and supersedes APB Opinion No. 25, and its related implementation guldance SFAS No. 123R
requlres measurement of the cost of employee services received in exchange for stock compensation
based on the grant—date fair value of the employee stock opttons Incremental compensation costs
arlsmg from subsequent modifications of awards after the grant date must also be recognized. The
Company adopted SFAS No. 123R effective July 1, 2005 under the modtf ed prospective method of
apphcatlon Under this' method, compensation expense for stock options granted or modified after
June 30, 2005 is recognized based on SFAS No. 123R. Additionally, compensation cost for the
port}on of awards for which the requisite service has not been rendered that are outstanding as of
July;: 1, 2005 is recognized in accordance with SFAS No. ]23R as the requisite service is rendered on
Cor after that date. The adoptlon of SFAS No. 123R decreased i income before mmorlty mterests in
earmngs of subsidiaries and net income by ¥45 million.

The fair value of stock options that were granted after June 30, 2005 was estunated using the
, Black-Scholes option pricing model with the following wetghted-average valuation assumptions:

b

CE ’ ' ‘ ’ 2006 -

;Expected life _ 4.5 years
‘Risk-free rate T ' 0.43%
. iExpected volatility S - 34.64%

iExpected dividend yield 1.80%

(1 1) Income Taxes .
Incorne taxes are accounted for under the asset and liability method. Deferred tax assets and
llablhtles are recognized for the future tax consequences attributable to differences between the
ﬁnanc1al statement carrying amounts of existing assets and liabilities and their respective tax ba515
and ,operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured
usmg enacted tax rates expected to ‘apply to taxable income in the years in which those temporary
dlf’ferences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of
a change in tax rates is recognized in eammgs in‘the perlod that includes the enactment date.

ri.‘
(]2) Derwatlve Instruments and Hedgmg Activities ,
The Compames account for derivatives and hedging activities in accordance with SFAS No. 133,

“Accounnng for Derwatlve Instruments and Certain Hedgmg Activities,” as amended, which
3 . ,

5
A
|
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‘reqnir'es that all derivative instruments be recorded on the accompanying consolidated balance sheets
" at their respective fair values. The Companies utilize derivative instruments to manage interest rate
riskt‘; foreign currency risk and the risk of thé price fluctuation of commaodity inventories and trading
comrmtments The primary derivative instruments used by the Companles include foreign exchange
- forward contracts; currericy swaps, interest rate swaps and commodny future contracts.’ .

On the date a derivative contract is entered into, the Companies designate the derivative as either a -
hedge of the falr value of a-recognized asset or liability (fair-value hedge), a hedge of the variability .
of cash flows to be received or paid related to a recognized asset or liability (cash- flow hedge) ora
hedge of a net investment in a foreign operation. For all hedging relationships the Companies
fonnally document the hedgmg relationship and their risk-management objective and strategy for
undertakmg the hedge, the hedging instrument, the item, the nature of the risk being hedged, how the
hedging instrument’s effectiveness in oﬂ'settlng the hedged risk will be assessed, and a description of
the' method of measuring effectiveness and ineﬂ‘ectiveness. This process includes linking all
derivatives that . are designated as hedges to specific assets and liabilities on the accompanying .
codsolidated balance sheets. The Companies also formally assess, both at the hedge’s inception and
on: an ongoing basis, whether the derivatives that -are used in hedging transactions are highly
effecnve in offsetting changes in fair values or cash flows of hedged items. Changes in the fair value
of z a derivative that is highly effective and that is designated and qualifies as a fair-value hedge,
along with the loss or gain on the hedged asset or liability that is attributable to the hedged risk, are
recorded in earnings. Changes in the fair value of a derivative that is highly effective and that is -
de51gnated and quahf es as a cash-flow hedge are recorded in other comprehensive income (loss) on
the accompanying consohdated balance sheets to the extent.that the derivative is effective as a hedge,
until earnings are affected by the variability in cash flows of the designated hedged item. If a
der:ivati\"e is used as a hedge of a net investment in a foreig]1 operation, its changes in fair value, to
theiextent effective as a hedge, are recorded in the cumulative translation adjustments account within

other comprehensive income (loss). The ineffective portion of the change in fair value of a'derivatlive
. instmment that qualifies as either a fair-value hedge, a cash-flow hedge or a hedge of a net
investment in foreign operation is reported in earnings. Changes in the fair value of derivative
' trading instruments are reported in current period earnings. A

';:fhe Companies discontinue hedge accounting prospectively when it is determined that the
derivative is no longer effective in offsetting changes in the fair value or cash flows of the hedged -
itern the derivative expires or is sold, terminated, or exercised or the derivative is de-designated as a
hedgmg instrument, because management determines that designation of the derivative as a hedging
mstrument is no longer approprlate

When hedge accountmg is discontinued because it is determined that the derivative no longer

qunhﬁes as an ef’fecnve fair-value hedge, thé Companies continue to carry the derivative on the
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accompanymg consolldated balance sheets at its falr value and no longer adjust the hedged asset or
habllrty for changes in fair value. The adjustment of the carrymg amount of the hedged asset or
: habllrty is accounted for in the same manner as other components of the carrylng amount of that
asset or habllrty. In all other situations in which hedge accounting is discontinued, the Companies
contintle to carry the derivative at its fair value on the accompanying consolidated balance sheets
andi‘.recognize any subsequent changes in its fair value in earnings. .

.‘i o - ‘ '
(1 3) Use of Estimates in the Preparatlon of the Financial Statements
Management has made a number of estimates and assumptions re]atlng to the reportmg of assets and
habrlmes and the" disclosure of contingent assets and liabilities at the date of the consolidated.
ﬁnanc1al statements and the reported amounts of revenues and expenses durmg the reporting period
1o prepare these consohdated financial statements in conform1ty with U.S. GAAP Slgnlﬁcant items
subject to -such estimates  and assumptions include the allowance for doubtful receivables,
inventories, investments, impairment of long-lived assets, deferred income .taxes and contingencies.
Actaal results could differ from those estimates,

‘! _ : -
{ 14) Net Income per Share
Nethmcome per share is presented in accordance with the provisions of SFAS No. 128, “Eamings per
Share " Under SFAS No 128, basic net income per share e:'(cludes-di]ution for potential common
shares and is computed by dividing. net income by the weighted average number of common shares
outstandmg for the period. Diluted net income per share reflects the potential dilution that could
occur if securities or other contracts to issue common shares were exercised or converted into
comlmon shares.

} :
{1 5)i Revenue Recognition
Thd: Companies recognize revenue when it is realized or realizable and eamed. The Companies
con51der revenue realized or realizable and earned when it has persuasive evidence of an
arrangement the goods have been delivered or the services have been rendered to the customer, the
sa!es price is fixed or determinable, and collectlblllty is reasonably assured. '

The Companies also enter into transactions that include multiple element arrangements which
may include any combmanon of products equipment, and 1nstallat1on services. In accordance with
‘the ' FASBs EITF No. 00-21, “Guide to Accounting for Revenue Arrangements . with Multiple
Delrverables, if certain elements are delivered prior to others in the arrangement, revenue is
defe'rred until the‘delivery of the last element unless transactions are such that the price of a
dellverable when it is. regularly sold on a standalone basis of the undelivered elements, is available

and: jthe functionality of the delwered element is not dependent on the undelivered elements. The

5] : .
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Compames allocate revenue 1nvolv1ng multrple elements to each element based on its relative fair

value
l
i)

Gross versus Net ‘
In the normal course of business, the Companies frequently act as an mtermed1ary or agent in
exe_eutlng transactions with third parties. In these arrangements, the Companies determine whether to
report revenue based,on the “gross” amount billed to the ultimate customer for goods or services
provided or on the “net” amount received from the custoiner after commissions and other payments
to t_hird parties. However, the amounts of gross profit and net income are not affected by whether
revenue is reported on a gross or net basis. ) |

.l:):etermining whether revenue should be reported gross or net is based on an assessment of
whether the Companies are acting as a “principal” or an “agent” ih_ a transaction. Accordingly, to the
ext%m that the. Companies are acting as a principal in a transaction, the Companies report revenue on
a gross basis and to the extent that the Companies are acting as an agent in a transactlon the
Companres report revenue on a net basis. The determination of whether the Companles are acting as
a prmcrpal or an agent in a transaction involves judgment and is based on an.evaluation of the terms
of an arrangement. _ -

lj-‘lactors that indicate that the Companies act as a principal, and thus recognize revenue on a gross
basis include: (i) the Companies are the_primary obligor in the arrangement, (ii) the Companies have
gerferal inventory risk {before customer order.is placed or upen customer return), (iii} the Companies
have physical loss inventory risk (after customer order or during shipping), (iv) the Companres have
lantude in estabhshmg price, (v) the Companies change the product or perform part of the services,
(v1) the Companies have discretion in supplier selection, (vii} the Companies are involved in the
determmatlon of product or service specifications, and (viii} the Companies have credit risk. '

Factors that indicate that the Companies act as an agent, and thus recogmze revenue on a net basis
relative to the service offered include: (i) the supplier (not the Companles) is the primary obligor in
the“ arrangement, (ii) the amount the Companies earn is fixed, and (iii) the supplier (not the
Co_rnpames) has credit risk.

0

oo oo -
Revenue from sales of tangible products
The Compames generate revenue from sales “of tangible products (i} in connection with the

Compames wholesale, retail, manufacturmg and processmg operations, (ii} in connection w1th the
Companres real estate operations, and (iii) under long-term construction type arrangements.

The Compames recognize revenue from sales of tangible products in connection with the
Compames wholesale, retail, manufacturing and processing operations when title and risk of loss

have been transferred to the customer. Dependmg upon the terms of the contract, this may occur at

ri
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the tlme of dehvery or shlpment or upon the aftainment of customer acceptance The conditions of
accleiptance are governed by the terms of the contract or customer arrangement and those not meeting
the ;'predetermined specifications are not recognized as revenue until the attainment of customer
acceptance. The Companies’ policy is not to accept product returns unless the products are defective.
The’" Companies have no material exposure to losses under warranty provisions on transactions with
whlch the Companies are involved. Such losses are recognized when probable and estimable. The
eFfeets of rebate and discount programs are recognized as a reductlon of revenue. The effects of such
programs are not material. The Compames recognize révenue upon delivery, shlpment or upon the
attainment of customer acceptance for steel service center operations in which the Companies
proeess and eut steel sheets to customer specifications [Metal Products), dealership operations in
whié:h the Companies sell automobiles to general consumers and distribute construction equipment
and machmery to constructlon companies [Transportation ‘& Construction Systems], plastic products
[Chem1cal] service station operations in which the Companies provide petroleum for automobiles
' [Mlneral Resources & Energy], and retail business operations such as supermarkets and drugstores
[Consumer Goods & Service).

Revenues from sale of land, office-buildings, and condominiums are recognized using the full
acct;'ual method provided that various criteria relating to the terms of the transactions are met. These
criteria deal with whether (i) a sale is consummated, (ii) the buyer’s initial and continuing
inv%stments are adequate, (iii) the seller’s receivable is not subject to future subordination, and (iv)
the Hseller has transferred to the buyer the usual risks and rewards of ownership and does not have a
substantlal continuing involvement with the property. Revenues relating to transactlons that do not
meet the established criteria are deferred and recognized when the criteria are met or using the
msta]]ment or cost recovery methods as appropriate in the circumstances.

The Companies generate revenue from sales of tangible products under long-term construction
type arrangements, principally in connection with the construction of power plants in whlch the
'Compames provide engineering, procurement and construction [Machmery & Electric] under the
percentage—of-completlon method as prescribed by AICPA Statement of Position (“SOP”) No. 81-1,
“Accountmg for Performance of Constructton-Type and Certaln Production-Type Contracts.”
Progress toward completion is measured using the cost-to- cost method. Under the cost-to-cost
method revenues are recognized based on thelratio that costs incurred bear to total estimated CcOSiS.
The Companies review cost performance and estimate to comp]ete prOJectlons on its contracts at’
least quarterly, and in many cases, more frequently. The impact of revisions of profit estimates on
fi xed price contracts are reeogmzed in the period in which the revisions are made. Anticipated losses
on ﬁxed price contracts are charged to earnings when such losses can be estimated. Provisions are
made fqr contingencies in the period in which they become known;pursuant to specific contract

>

terms and conditions are estimable.
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Revenue from sales of services and others

_The‘ Companies also generate revenue from sales of services and others in connection with (i)
customized software development services contracts and other soﬂware related services, (ii) direct
financing and operating leases of automoblles vessels, and aircrafts, and (iii) all other service
arrangements such as arranging f'mance and coordinating log:stlcs in connection with trading

actlvmes

The Companies recognize revenue from customized software development services contracts and

other software related services in accordance with the provisions of SOP No. 97-2, “Software

Revenue Recognition,” as amended by SOP No. 98-9, “Modification of SOP No. 97-2, Software .

Revenue Recognition With Respect to Certain Transactions.” Revenue from the customized
soﬂware services contracts that require the Companies to develop, mam.lfacture or modify
1nformat|on technology (IT) systems to a customer’s specifi catlon and to provide services related to
the performance of such contracts, is recognized upon customer acceptance if pricing is fixed and
determmable and collectibility is probable, The terms of such service contracts are less than one year.
Revenue from maintenance is recogmzed over the contractual period or as the services are
perfonned [Medla, Elec_tromcs & Network]. '

'fhe Companies recognize revenue from direct ﬁhancing leases using methods that approximate
the?interest. method. Related origination and other non-refundable fees and direct origination costs
are :‘deferred and amortized as z;n adjustment of interestland direct financing lease income over the
con_iractual lines of the arrangenrents. Rental income on operating leases is recognized on an accrual
ba51s

The accrual of interest income on dlrect financing leases is generally suspended and an account
: placed on non-accrual status when payment of principal on interest is contractually delinquent for
nmety days or more, or earlier when in the opinion of management, full collection of principal and
mterest is doubtful. To the extent that the estimated value of collateral does not satisfy both the
prmc:pal and accrued income receivables, previously accrued interest is reversed. Proeeeds received
on non -accrued loans are applied to the outstandmg principal balance until such time as the
outstandmg receivable is collected, charged off, on retumed 1o accrual status. '

I?irect financing leases are recorded at the aggregate future minimum lease payments plus
' estifr'nated residual values less unearned finance income. Operating lease equ'ipment is carried at cost
lessi accumulated depreciation and ‘is depreciated to estimated residual value using the straight-line
met:hod over the projected economic life of the asset. Equipment acquired in satisfaction of loans and
subsequently placed on operating lease is recorded at the lower of carrying value or estimated fair
value when acquired. Management performs periodic reviews of the estimated residual values and

recognizes .impairment losses in the period they are determined to occur. The Companies recognize
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'reva'?'nue from operating leases in connection with automobiles leased to consumers, vessels leased to
shipping companies, aircrafts leased to airlines [Transportation & Construction Systems], and rental
of ccmmercial real estate [Materials & Real Estate]. '

l{evenue‘frdm all other service arrangements include transactions in w_hich the Coﬁpmies act
bet'éveen customer and supp]ier as agent or broker to provide such services as arranging finance or
K coo:i;dil‘lating logistics in connection with trading activities. Such revenues are recognized when the

contracted services are rendered to third-party customers.

"I‘otal tradmg transactlon ) i
Total trading transactlons is a voluntary disclosure and represents the gross transaction volume of

nad:ng transactions, or the nominal aggregate value of the transactions ‘for which the Companies act
as principal or as ageﬁt Total trading mmsacti'ons is not meaht to represent sales or revenues in
accordance with U.S. GAAP. Total tradmg transactions should not be construed as equivalent to, or a
substltute or proxy for, revenues, or as an indicator of our operatlng performance liquidity or cash
_ﬂows generated by operating, investing or financing activities. A substantial part of total trading
transactlons represents transactions in WhICh the Compames participate without phys1cal acquisition
of goods or without significant mvcntory risk. The Companies have included the information
concemmg total trading transactlons because it is used by similar Japanese trading companies as an
mdustry benchmark, and the Compames believe it is a useful supplement to results of operations
data as a measure of the Compames performance compared to other-similar Japanese trading

' compames.

| :
('1 6) ‘[ssuance of Stock by Subsidiaries and-Associated Ccmpanies
The Company recognizes a gaic or loss when a subsidiary-or an associated company issues its shares
to _thﬁd parties at amounts in excess or less than the Company’s average carrying value. Such a gain
or icss is recognized only when the realization of a gain or loss is reasonably assured and the value
of the proceeds can be ob_]ectwely determined.

h

(17) Capitalized Software Costs )

The Companies capitalize certain costs incurred to purcha.se or develop software for internal-use.
C0§ts incurred to develop software for internal-use are expensed as incurred during the preliminary
'pro;ject stage, which includes costs for making strategic decisions about the project, determining
per?‘ormance and system requirements and. vendor demonstration cost. Costs incurred subsequent to
the‘ép'reliminary project stage through implementatiOn are capitalized. The Companies also expense
costs incurred for internal-use soﬁware projects in the post lmp]ement stage such as ‘costs for

tralfnng and maintenance. -
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Costs incurred to develop software to be s;)ld are capitalized subsequent to the attainmerit of
' -tecl;nological feagibility in the form of detailed program design. Those costs include coding and
test:i;'ng iaerformed subsequent to establishing technological feasibility. Costs incurred prior to
reaéhing technological feasibility are expensed as incarred. Capitalized software costs are amortized
.on a product-by-product basis. The annual amortization is the greater of the amount computed using
(i) the ratio that current gross revenues for a product bear to the total of current and anticipated
futuj_re gross revenues for that product or (ii} the straight-line method over the remaining estimated
ecoshomic life of the product including the period being'repo'rted on. Amortization starts when the
pro;iuct is available for general relfease to customers. '
{1 8J) New Accounting Standards
In Ell)ecember, 2004, FASB issued SFAS No. 153, “Exchanges of Nonmonetary Assets — an
améndment of APB Opinion No. 29.” SFAS No. 153 eliminates the exception from fair value
-me%;.surement for Nonmonetary exchange of similar producti\a;e assets in paragraph 21(b) of APB
Opinion No. 29, “Accounting for Nonmonetary Transactions,” and replaces. it with an exception for
excﬁang_es that do not have commercial substance. SFAS No. 153 specifies tﬁat a Nonmonetary
exébangc has com.m_ercial substance if the future cash flows of the entity are expected to change
sigéiﬁcantly as a result of the exchange. SFAS No. 155 is effective for fiscal years beginning after
Juli"e 15, 2005 and the Companies do not expect the adoption of SFAS No. 153 will have a matlerial
im;?act on the Companies’ consolidated financial statements. . S
[:'n March, 2005, the EITF issued EITF Issue No. 04-6 “Aécountin‘g for Stripping Costs Incurred
duriing Production in the Mining Industry.” EITF 04-6 provides guidance as to stripping costs
inc{.urred during the preduction phase of a mine are variable production costs that should be included
in Fhé costs of the inveritbry produced during the period that the stripping costs are incurred. EITF
. 04-!6 is effective for the first reporting period in fiscal years beginning after December 15, 2005. The
Co%npmies_me evé]uating the effectl of impact on the Companies’ consolidated financial statements.
in March, 2005, the FASB issued FIN No.47 “Accounting for Conditional Asset Retirement
Obiigations” which requires conditional asset rgtire;nem obligations to be recognized if a legal
obi;igation exists to perform asset retirement activities and a reasonable estimate of the fair value of
the'é obligation exists (_:an.be made. FIN 47 also provides guidance as to when an entity would have
sufficient information to reasonably estimate the fa‘ir value of an asset retirement obligation. FIN 47
is effective for fiscal years ending after De.cember 15, 2005. The Companies adopted FIN 47 and
the}"é was no material impact on the Companies’ consolidated financial statements.
in September, 2005, the EITF issued EITF Issue No. 04-13 “Accounting for Purchases and Sales
of inventoi‘y with the Same Counterparty,” EITF 04-13 provides guidance as to when purchases and
salé:s of inventory with the same counterparty should be accounted for as a single exchange

17 _
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tran;action. EITF 04-15 also provides guidance as to when a Nonmonetary exchange of inventory
shoi.lld be accounted for at fair value. EITF 04-13 will be applied to new arrangements entered into,
and' modifications or renewals of existing arrangements, beginning in the first interim or annual
l repprting period beginning after March 15, 2006. The application of EITF 04-13 is not expected to
ha\fe a significant impact on the Companies’ consolidated financial statemlents.

11'1 November, 2005, the FASB tssued FSP 115-1 'andl 124-1, “The. Meaning of Other-Than
Ten'tiporary lmpairment and its Application to Certain Investments,” which addressea the
determination as to when an investment is considered impaired, whether that impairment is other
than temporary, and the measurement of the impairment Ioss It also requires certain dlsclosures
about unrealized losses that have not been recognized as other—than -temporary impairments. FSP
115 1 and 124-1 is effective for reporting periods beginning after December 15, 2005. The adoptlon
of thls FSP is not expected to have a matenai effect on the Companies’ consolidated financial

statements

(19) Reclassifications
Certam reclassifications of prev1ously reported amounts have been made to conform to the current
year presentation.

]
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6 ! ACQUISITIONS

Fiseal Year Ended March 31, 2006 ) . -
On Apnl 28 2005, the Company entered into a Share Exchange Agreement with Sumisho Auto

Leasmg Corporation (“Sumisho Auto Lease "), a majority-owned subsrdlary, pursuant to whlch the
'Company exchanged shares of the Company for shares of Sumisho Auto Lease held by minority
shareholders (included Sumisho Lease). Sumisho Auto Lease became a wholly-owned subsidiary of
the. Company. The share exchange was consummated on August 2, 2005, and was implemented in
aceerdance with Article 358 of the Code. For each Sumisho Auto' Lease share, 5.03 shares of the
Company were allotted, In connection with the share exchange, the Company issued 45,994,320 new
shares There was no increase in the Companles’ “Common stock” but there was an mcrease of
¥39 896 million in the Companles’ “Addmonal paid-in capltal” on the Consolidated Balance Sheets
as a result of the share exchange ) o \

In connection with this purchase ¥13, 863 million and ¥13,795 million were assigned to mtanglble
assets subject to amomzatlon and -goodwill, respectively. The intangible assets subject to ‘
amomzauon consist primarily of customer relattonsh:ps trademarks and lease agreements with the
welghted-average amortization period of 13 years.

On September 18, 2005, the Company and SCOA (“SCOA™), its U.S. subsxdlary, entered mto an
P
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agréemem to purchase TBC Corporation (“TBC™), one of the leading marketers of automotive

\replacement tires in the U.S., .from its shareholders, for approximately $1.1 billion. The purchase

was consummated on November 17, 2005. As of March 31, 2006, the Company had a 100%

ownership of the voting shares of TBC, including a 60% ownership interest held directly by SCOA.
"l_fBC i:; a"U.S. tire wholesaler and retailer founded in 1956. TBC engages in the retail chain
busj;iness and franchise outlets throughout the U.S. as well as the wholesales business. TBC is the

nation’s largest independe_nt marketer of tire. The company has been engaged in the tire wholesale

) bu.éiness through SCOA and Treadways Corporation, a wholly owned subsidiary. The purpbse of the

acq‘hisition is to greatly expand our tire business in the retail market, where we see substantial
opportumtnes for growth and proﬁtablhty '

The accompanying consolldated financial statements for the year ended March 31, 2006 1nclude
the operatmg results of TBC from the date of purchase.

ln connectlon with this purchase, ¥49,867 million and ¥49 577 million were assngned to mtanglble -

assgts subject to amortization and goodwill, respectively. The intangible assets subject to

. amortization consist primarily of trademarks, sales licenses and customer relationships with the

weighted-average amortization period of 25 years. The following tal-)le summarizes the estimated fair

L}
values of the assets purchased and liabilities assumed at the date of purchase.,
’

i
v

. Millions of Yen

Current asséts : : » . ¥ .63,883
Property and equipment ! 17,924
Goodwiil and other intangible assets . : ) 99,444
Other assats. . o : : 3,805
+ Totat assets purchased : - 185,054
Current hiabilities . C, : {32,725)
Non-current Liabilities . ' (19.673)
"Total iabilities assumed (52,398)

Net assets:purchased ¥132,658

Pro forma results of operatlons for the above business combination have not been presented because
the.eﬂ"ecrs were not material to the Companies’ consolidated financial statements.

For the year ended March 31, 2006, other than Sumisho Auto Lease and TBC 'acquisitions, the

‘ s
Companies made additional significant business acquisitions of an aggregate purchase amount of

¥29,580 million with respect to cleven companies, including operations such as the steel pipe

distributor in U.S., the manufacturing and sales of fertilizers in Australia, a cinema complex business,

‘and a coil center. In connection with these business combinations, ¥10,112 million” and ¥5,564

mii]ion were recognized in other intangible assets and goodwill, respectively. The iﬁtangible assets

8
B
i

ll
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subj‘ect to amortization consist primarily of sales licenses, trademarks and customer relationships.
fhe Companies recognized preliminary estimates with respect to the value of the underlying net

asséts of the above acquisitions in determining amounts of goodwill. The amount of goodwill may

be é;djusted upon completion of the purchase price allocation.

Flséal Year Ended March 31, 2005

On: May 27, 2004, the Company and SCOA entered mto an agreement to purchase JWC Hartz

I-loldmgs, Inc., the holdmg company of The Hartz Mour;tam Corporanon (*Hartz”), a U.S. pet
sup;)]ies company, from J. W, Childs Equity Partners II, L.P., for approximately $400 million. The
'pur:(::hase was consummated on June 21, 2004. Afier this purchz;se, Hartz merged with JWC Hartz
Hofdings Inc. As of March 31, 2005, the Company had a 96.3% ownership of the voting shares of
Hartz, including a 56.3% ownershlp interest held directly by SCOA.

Hartz produces and sells pet supplies, with six manufacturing facxlmes in the U S. and Brazil and
thre.e distribution centers in North America. This purchase provides the Compames an entry into the
U.S. pet supplies l?usiness and a base for further development of that business in Japan, Europe, aﬁd
the%; Americas, taking advantage of the Companies’ international distribition and sourcing
capilbilities

The consolidated financial statements for the year ended March 31, 2005 mclude the operating

results of Hartz from the date of purchase.

lp connection wlth this purchase, ¥4,458 million, ¥14,060 million and ¥10,701 million were .

assigned to intangible assets subject to amortization, intangible assets not subject to amortization and
goo:dwill, respectively. The intangible assets subject to amortization consist primarily of sales
‘licéhses of ¥3,409 million with an amortization period of 15-years. The intangible assets not subject

to amortization consist of trademarks of ¥14,060 million. The following table summarizes the

estimated fair values of the assets purchased and liabilities assumed at the date of purchase.

Milions ol Yep
Current assets - ! . o ' .- ¥ 11,472
Property and equiprment ’ . : 6,315
Goodwill and othas intangible assets . 29219
Other assets . 1,931
iTotal assets purchased . 48,937
Current liabilities - {6.026)
JTotal liabitities assurmned . (6.026].
' Net assels purchased . ¥ 52911

Pro forma results of operations for the above business combination have not been presented because -

the effects were not material to'the Companies’ consolidated financial statements.
i .

For the year ended March 31, 2005, other than Hartz acquisition, the Companies made additional

"
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sigr\iﬁiﬁcam business acquisitions of an aggregate purchase amount of ¥36,548 million with respect to
nine companies, including operationé such as the exclusive distributor in Japan for a German luxury
chenille fabrics brand, the manufacturing and sales of automotive parts, the rights to oil fields in the
Brmsh waters of the North Sea, and a cinema complex business. In connection with these business
combmatlons ¥7 742 million, ¥ 3,195 mllllon and ¥1,824 mll]lon were recognized in 1mp0rt and
' sales lxccnses other intangible assets and goodwnll respectively.
7 'CASH FLOW INFORMATION

Supplemental disclosure of cash flow information for the years ended March 31, 2006 and 2005 is as
follows: ' ' '

-

Millions of Yen

: 2006 2005
Cash paid during the year for:
. Interest - | ¥37483 ¥ 22178
. Income taxes ) - 52,541 34,884
i Non-cash investing and financing activities: '
. Capital lease obligations incurred ' 30,398 o 13,155

Fair value of securities transferred to employee

pension trust - ) : - -

Stock issued under Share Exchange Agreement

1 5 -

(Note 6)° S 39,896 -
Acquisition of subsidiaries: -

© Fair value of assets acquired : . 266,916 " 137,063

- Fair value of liabilities assumed ’ . ' 96,206 " 62,191

. Minority interests assumed 6,056 1,250
: Cash paid, net ' (164,654  (73,622)
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8 ‘MARKETABLE SECURITIES AND OTHER INVESTMENTS

Ma}ketable securities and other investments as of March 3 1, 2006 aI;d 2005 are as follows:

“

M ) ) . ' Millions of Yen

K 2004 . 2005
Marketable securities-current: _ .

o Trading ) ; ¥19,248 . ¥ 5183
* Avazilable-lor-sale ’ £78 15,461
| Held-to-maturity 2,181 2,510
i ¥ 22,087 ¥ 23,154
;I .

b . Millions of Y_e'n

i’ 2004 2005
Dther investments: . . '

i Available-for-sale . ¥ £37.89% ¥ 338,905
. Held-to-malturity _ 18,789 1IN
# Mon-marketable securities and other investments 126,127 156,042

¥ 783,015 ¥ 502,658

(1) Marketable Equity Securities and All Debt Securities . .
Infdnnation regarding each category of securities classified as trading, available-for-sale and _
held-to-maturity as of March 31, 2006 and 2005 is as follows (excluding non-marketable securities

and other investments discussed below):

?

i Mdbens ot';'nn
| Unrezlired Unrezlized .
As of March 31, 2008: - e Cost gains losses Fair valua
Securities classified as:
! Trading ¥ 19,248 ¥ -_ ¥ - ¥ 19,248
. Availabte-for-sale:
Equity securilies 170,95% 446,257 16% 817,047
Debt securities s 21,370 1460 _ - 21,530
© Held-to-maturity 21,150 4 ‘33 21,121
I ¥ 232,727 ¥ 466,421 ¥ 202 ¥ 678,946
b :
; Millions of Yan
!
' Urrealoed Unrealized .
As of March 31, 260%: : Cont gaing loses Fair valua N
Securities classified as: .
i Trading . ' ¥ 5183 ¥ — ¥ — ¥ 5183
" Available-for-sale: - .
i Equity securities - 151,294 187,827 1,736 337,385
Dabt securiies 16949 - 32 - 16,981
i Helg-1z-maturity 10,221 13 — - 10,275

I Y 183447 ¥ 187913 ¥ 1736 ¥ 369.824
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;s
: Del;)t securities classified as available-for-sale securities and held-to-ma\turity se;;urities mainly
contsist of preferred stock that must be redeemed, Japanésé government and municipal bonds, and
corporate debt securities. Gross unrealized losses on marketable securities that had been in a
coritinuoué unrealized loss positioﬂ for twelve months or ‘longer as of March 31, 2006 were
imrhaterial. ' '

i .
Thi_é carrying values of debt securities classified as available-for-sale and held-to-maturity as of

Mqi‘ch 31, 2006 and 2005 are summarizeci by contractual maturities as follows:

it

Millions of Yen

{ o : ) 2006 - : 2005

3, . . Avaitable Held-to Availabte Held-to

; ' -for~lsate t ematurity or-sale © -maturity

‘j Due in one year or less ' ¥ 478 ¥ 2,141 ¥ 15461 ¥ 2510

" Due after one year through five years 20,834 18,742 1.022 7.498

. _Due after five years through ten years : 18 178 5 . 170

. Due after ten years —_ 69, 493 43
Tolal : ¥ 21,530 ¥ 21,150 ¥ 16,981 ¥ 10227

[
¥
’

Préceeds from sales and gross gain and loss on sale of securities.on available-for-sale securities for
the years ended March 31, 2006 and 2005 are as follows:

i

Millions of Yen

2006 2005

| Proceeds from sales : : ¥ 58,381 ¥ 30,268
' Bross gain on sale of securities . ~¥12382 . ¥ 15811
i Gross loss on sale of securities : . 22 343
| Net realized gains | ' ' ¥ 12,350 ¥ 15468

{

(2)::N0n-Marketable Securities and Other Investments’

Other investments as of March 31,2006 and 2005 included investments in lion-ti;aded, unassociated
coé‘npanies, and 6thers, amounting to ¥126,127 million and ¥156,042 million, respectively. As of
‘March 3]," 2006 and 2005, investments in non-traded securities of unassociated companies, and
otﬁers'carried at cost were ¥113,893 million and ¥136,%03 million, respectively. If there is decline in
lht;T fair value of an investment below its carrying amount that is determined to be oth’er than

I . .
temporary, the investment is written down to its fair. value. As of March 31, 2006 and 2005,
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inve:stments with aggregate cost of ¥ 109,103 million aﬁd ¥ 129,932 million were not evaluated for
fair value because no events or changes in circumstances that might have a significant adverse effect
on the fair value were identified in the impairment evaluation, and estimation of fair value is not
p'raeticable. '

9 RECEIVABLES - . §

4 . M

Rec;éivable_s by operating segment as of March 31, 2006 and 2005 are summarized as follows:

" M MiGans of Yen
Noles and . Racexatles

As'o! Mcr'..h ), 703 ' . mém.h:e r:‘t“;‘;; hclir:\ﬁ;s“d }.:cri';;:?; Toldt
Metal Pracucts ) ¥OETAMS ¥ 239740 - V18262 ¥ 83m ¥ 333449
Transportation & Construclion Systems 46,779 185,530 27,445 264,574 526,328
machinery & Elacloig 10954 45,433 1,30% 254,284 333,992 °
Media. Electronics & Network . 1414 121,154 2716 43,829 169,117
Crarmital - 16,829 ) 114,179 1,674 5,309 137,991
Minerai Resources & Energy 25,861 214,058 17,705 30,099 38723
Censumer Goods & Service 13,652 T 43,65% 304 42,557 120,184
Materials & Reat Estate ] 18,443 79,780 3750 29,874 131,847
Financial & Logistics ’ 22,747 105,793 48 30,568 159,156
Oihers 40,224 454,806 25,045 16,630 536,727

¥ - 265,022 1,645,126 98,278 730,058 2,739,484
Loss: Allewance 1or doubiful retavables 12.417) 12,4641 1454) 140,7031 155,038)

' Total > ¥ 252,605 ¥ 1,633,662 ¥ 97824 ¥ £89.355 ¥ 2,883,444

. Mttions ¢ Yen

! Rutas and Accounts Recaidbles = 0
AsofMarch 3, 2005, - 0 cacnaple o7 2tsecaned recenaties Yotat
Metsl Proguzls ¥ 53,187 ¥ 187253 ¥ 15174 ¥ 12148 ¥ 272742
Transportation & Construction Systems 10,464 Vi A5 22,753 238,001 460,862 '

. Machinery & Electric §3,655 - 69.E06 G 257,684 J43.056

Media, Elecironics & Metwark 1,337 999322 ) 2,798 37.540 141,408
Chamical 1B.724 104,374 1,373 . 5164 122,618 . ¢
Mineral Resources & Energy 22,056 140,062 £,437 44,883 213,648
Censuemer Goods & Service 14,450 57121 228 34,683 105,527
Materials & Reat Ectare L 1.587 1735 15,250 163,336
Financial & Logictics - ) 30.23% 52,448 13 15.104 $7,904
Others 118,644 383,454 353 34.089 " 549,582

: 307,133 1,355,706 84 884 594,746 2442465
Lass: Allowance for douttiul recewables 11.523] 18,5524 {5301 145,672} {54,677

. Telal ¥ 305,210 ¥ 1347154 ¥ 84354 - ¥ 549074 ¥ 236579

v . . .
I

Thei fd!lowing analysis of activity in the allowance for credit losses for the years ended March 31,
2006 and 2005 encompasses allowance for receivables.
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Millions of Yen

- : 2006 2005

Balance beginning of year ¥ 56,4877 ¥ 58.808

" Provision for allowance for doubtful receivables 14,707 12,896

_+ Charge-off (16,459) (14.990] .

© Foreign currencylranslatlon adjustments : 1,113 (37
Balance, end of year 56,038 56,677
'Less: Current portion {15,335) | (11,0081
Long-term portion ) ¥ 40,703 ¥ 45,672 .

As ;of March 31, 2006 and 2005, the total gross amount of long-term receivables considered
imbhired was ¥56,984 million and ¥62,586 millioﬁ, respectively, and the related valuation -allowance
proi’id_ed as at each year-end was ¥37,853 million and ¥44,140 million, respectively. The amount of
loné-tem receivables considered impaired, for which no allowance for doubtful receivable was
prov1ded was ¥1,142 million and ¥1,142 mitlion as of March 31, 2006 and 2005, respectively.

The average investment in |mpa1red receivables for the years ended March 31, 2006 and 2005 was
¥60 541 million and ¥68,325 million, respectively. _

The Companies recognize intefest income on impaired loans on a cash basis. Interest mcome on

lmpalred loans rec0gn|zed for the years ended March 31, 2006 and 2005 was not material.

jt

[}
10 {INVENTORIES
Major segments that hold inventories are Overseas Subsidiaries and Branches, Transportation &
Coﬁstruction Systems, Metal Products, and Materials & Real Estate. Real estate held for
de\i'elopment and resale aggregated ¥51,416 million and ¥62,078 million as of March 31, 2006 and

200:5, respectively, mainly in Materials & Real Estate.

I
‘

-1 INVESTMENTS IN AND ADVANCES TO ASSOCIATED COMPANIES

Assoc1ated compames operate principally in the manufacturmg and service industries and participate
substannally in the Companies’ revenue generating transactions as either purchasers or suppliers,
‘ lnvestments in and advances to assomated companies as of March 31, 2006 and 2005 consisted of

the,followmg.
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Millions of Yen

i . 2004 2005 .
Imestmeﬂis in common slock : ’ ¥ 401,498 ¥ 320,707
‘Advances ' - 47,984 - L7391
i Total ) Y 469,482 - ¥ 374418

j;

lnvgstmems in common stock in the above include goodwill amountmg to ¥52 959 mrlhon and
¥47 588 million as of March 31, 2006 and 2005, respectively. Endmg balance as of March 31, 2006
mcludes goodwill still under purchase price allocation. Associated compames numbered 249 and 230
and weighted average ownership percentages for those associated companies were approximately
28% and 31% as of March 31, 2006 .and 2005, respectively. Invesﬁnents in commeon stock of certain -
associated companies as of March 31, 2006 and 2005 included marketable securities of public
asséciated eompanies with carrying amounts of ¥66,396 million and ¥72,286 million, respectively,
with corresponding aggregate quoted market values of ¥112,247 million and ¥118 205 million,

respectlvely o \ -
Summarized ‘combined financial information of associated cempanies accounted for by the equity
"method as of March 31, 2006 and 2005 and for the years ended March 31, 2006 and 2005 are

presented below:

Millions of Yen

: ] 2004 2005
‘Current asssts L ¥ 1,560,025 ¥ 1436.634
“Properiy and equipment. net ' 999,500 889,724
Other assels ' . ) . 1,372,427 1,131,020
Total assets . ¥ 3,932,052 ¥ 3,457,378
Clrrent liabiiities. ¥ 1,663,068 ¥ 1520532
‘Non-currant liabilities 1,091,247 ° 1,008,257
Shareholders” equity " - 1,177,737 926,589

T Total liabilities and shareholders’ equity - ¥ 3,932,052 ¥ 3,457,378

i Mitlions of Yen

P . 2006 2005

Gross profit ' , ¥ 538,771 ¥ 479725
Net income . ¥ 175,254 ¥ 110,452

The three major associated comparlies accounted for by the equity method which are contained in -
the'above summarized combined financial information are Sumisho Lease (approximately 36.2%

owned), Jupiter Telecommunication Co., Ltd. (approximately 25.9% owned), and P.T. Newmont .

i
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Nus:;a Tenggara (economic interest approximately 30.5% owned). The following summarized
financial information for these three associated companies has been presented due to the relative
sigﬂiﬁcance of these entities to the Company’s operations.

Sumisho Lease

Sumisho Lease’s summarized financial information as of March 31, 2006 and 2005 and for the years

ended March 31, 2006 and 2005 (adjusted to be in accordance with U.S. GAAP):

« Millions of Yen

[ . 2004 2005
Current assets : . ¥ 499,005 ¥ 467428
Froperty and equipment, net 28,468 25.889
Other assets ' ° ) . ) - 872,577, 745,233
¥ Totat assets ) ' ¥ 1,400,050 ¥ 1,242,550

: : -
Current Liabitities a . ¥ 891,178 ¥ 862011
Neon-current liabilities T ' 347,715 247 544
Shareholders” equity ) . 161,157 132,995

¢ Totat liabitities and shareholders’ equity =~ ) ) ¥ 1,400,050 ¥ 1,242,550

a4 . '
il
I
: Milliens of Yen

i

fi .

b . :
IS

i

} ' ' 2006 2005

Revenues ¥ 181,906 ¥ 153,742
Net income - R ¥ 25,879 ¥ 154,991

Sumlsho Lease engages in a variety of financial services, including leasmg and Ieasmg-related
fi nancmg services. Sumisho Lease is listed on the first sections of the Tokyo. Stock Exchange and the

Osaka Securities Exchange
h ) .
"i .
Jup_i_ter Telecommunication Co., Ltd.

it K "
Jupiter Telecommunication Co., Ltd. (*Jupiter”)’s summarized financial information as of March 31,

2006 and 2005, and for the years ended March 31, 2006 and 2005: ’

i

[ N 0
v . f

5
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¥ Mittions of Yen

. 2004 2005
Current assets . ’ ¥ 61,100 ¥ 5237¢
. _Property and equipment, net - - 282,432 285412
Diher assets : s 177,496 167,007 .
Jolat assels ’ ¥ 521,028 ¥ 474798
Current tiabitities Yoo ¥ 5&.11.8 ¥ 34,786
Noen-current liabilities . 210,306 213.385
Shareholders’ equily ' 255,874 224,627
Total liabitities and shareholders” equily ) ¥ 521,028 ¥ 474,798

§
il
I

! Miltions of Yen

; : | 2006 2005

Revenues s ¥ 191,803 " ¥165,492

Net income _ ¥ 20,352 ¥ 10,301

[

Jupféfer is a Multiple System Operator (MSO) in Japan that provides multi-channel broad;:asting,
intehrnet, and telephony services. As of March 31, 2006, the Company' held an approximately 25.9%
intoi'est in Jupitef’ which is indirectly owned through LGl/Sumisho Super ‘Media, LLC (“Super
Medla”) a holding company that owns shares in Jupiter. Super Media is 41. 3%-owned by the
Company and 58.7%-owned by Liberty -Global, Inc. (“LGI”). In March 2005, Jupiter 1ssued
],0?_1,500 common shares at ¥80,000 per share, or ¥87,320 million in total, in an initial public
Aoﬂ'é‘."ring. As a result of this offering, the Companies recognized a gain-of ¥12,603 million, related to
thc:‘diﬂ'érence between the Companies’ book value per share in the investmeﬁt and the price at
whlch shares were sold to third parties, classified as “Gain on lssuances of stock by subsidiaries and
assocnated companies” and recognized deferred income taxes of ¥5 167 mllllon on the gain for the
year ended March 31, 2005. o

’ ]:1 April 2005, Jupiter issued 114,608 common shares at ¥76,000 per share,'the same price as the
subtsoription price of the shares issued and sold in an initial public offering, or ¥8,710 r_nillion in total
to fiicilitate' the settlement of shares offered through over-allotment. As a result of this over allotment,
the* Companies recognlzed a galn of ¥1,011 million, related to the difference between the

Compames book value per share in the investment and the price at which shares were sold to third

partles classified as “Gain on issuances of stock by subsidiaries and associated companies” and

_ recogmzed deferred i mcome taxes of ¥414 million on the gam for the year ended March 31, 2006.
"[he Company and LGI have an agreement whereby the Company contribute substantially all of its
remaining ownership interest in Jupiter to Super Media in September, 2005. Super Media will

disgolvé in March 2010 unless the Company and LGl agree otherwise.
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P.T:Newrmont Nusa Tenggara

; . .
P.T.!Newmont Nusa Tenggara (“PTNNT”)’s surnmarized financial information as of December 31,

200§ and 2004 and for the years ended December 31, 2005 and 2004:

W

:' Mitlions of Yen

i) 2004 2005

Current assets ¥ 47,545 ¥ 45493

Property and equipment. nel - 171,104 182,212
b Other assets 42,127 8,028

. Tolal assets ’ .. ¥ 280,796 ¥ 235933

uo ’

Current liabitities - . ¥ 83,078 ¥ 59363
" Non-cyrrent liabilities - . T 107,973 101,647

Shareholders” equity : 89,745 74,902

.. Total liabilities and shareholders’ equity - ¥ 280,794 ¥ 225532

AI; ‘

X “Millions of Yen

4o : o 2006 2005

Revenues ) ¥109876 - ¥ 115,015

Net income ¥ 27,490 ¥ 24,160

i
s

P’I’NNT, an Indonesian corporation holds a Contract of W;)I’k (*COW™) issued by the Indonesian
go»f:emmgnt, under which it explores on and develops on an exchisive basis mineral resources within -
certain defined areas in Sumbawa, Lombok and Nusa Tenggara Barat, Indonesia. 7

P;;TNNT is 80%-owned by Nusa Tenggara Partnership V.O.F. (“NTP"), a general partnership
orggnized under the laws of the Netherlands, and 20%-owned by P.T. Pukuafu Indah (“PTPI”).

NTP is 43.75%-owned by Nusa Tenggara Mining Corporation, an approximaiely 74.3%-owned
subisidiary ’of the Company, and 56.25%-owned by Newmont Indonesia Limited (“NIL"), a
subiSidiary of Newmont Mining Corporation (“Newmont™), both U.S. corporations. Both the
Coﬂlpany and Newmont havé significant panicipatiné rights in the NTP business and unanimous
ap[;jroval is needed for vital NTP decisions. _

: PlTPI owns a 20% “carried interest,” as its capital interést, in PTNNT totaling ¥16,138 rﬁillion as
of Maréh 31, 2006. NT"P funded this carried interest and PTPI agreed to assign 70% of its rights to
divédends for PTNNT to repan the carried interest; including interest thereon, pursuant to an’
agr%:ement with NIL. 'lncluding its share of t‘his carried inleresi, the Company’s economic interest in
PTNNT amounted to approximately 30.5% as of March 31, 2006. _

L}nder the COW, a portion of NTP must'be offered for sale to the Indonesian government or to
lndionesian nationals. If this offer is acceptéd, the effect of this provision, cqmbined with the effect

1
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of the repayment of the carried interest, could potentially-reduce NTP’s economic interest in PTNNT
to 49% and that of the Company’s to approximately 15. 9%.

Newmont consolidated PTNNT in accordance with FlN46R NTP accounted for its 94%
mvestment in PTNNT under the equity method of accounting. PTNNT’s summarized financial
mfonnatlon is included in the summarized combined financial information of associated companies
accéunted for by equity method as of March 31, 2006 and for the years ‘ended March 31, 2006 and
2005.

Thef.Cornpanies engage in various agency transactions with associated companies involving sales by
thir& parties to associated companies-and sales by associated companies to third parties. Net‘ fees
eamed on these transactions are not material. Transac‘tions with associated companies are

summanzed as follows

. . Millions of Yen

!

_ 2008 . 2005

jManagement and secondment fee, received ¥ 3,880 ¥ 3,879
linterest income ) _ 1,982 3,001
‘Interest expense C b4é 704

0

12 ‘:PROPERTY AND EQUIPMENT
Profnierty and equipment, including property and equipment under capital leases (see Note 24) as of
March 31, 2006 and 2005 consisted of the following:

'
N

: : ot ‘ ‘ -, Millions of Yen

i , L 2006 2005
Land and tand improvements . ¥ 189,222 ¥ 204089
Buildings, including leasehold.improvements - 354,788 342,455
Machinery and equipment o 24,5900 - 537,134
Projects in progress - 21,705 11.691
Mining rights ) 71,067 34,284

. Total 1,263,482 1,129,655

__Less: Accumulated depreciation ’ . J444,179) 1409,243]

Property ang equipment, net . ¥ 819,503 ¥ 720392

Dep}eciation'expense for the years ended March 31, 2006 and 2005 was ¥77,222 million and
_¥64 548 million, respectively,
For the years ended March 31, 2005 wholly—owned subsidiaries of the Company sold parts of

thelr office bunldmgs and recognized gains amounting to approxlmately ¥12.8 billion, which were

i
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mcluded in “Gain (loss} on sale of property and equipment, net” in the accompanying Consolidated
Statements of Income. . ’

The Companies sold and leased back the corporate headquarters building (Haruml Triton Square
Oﬁ’: ce Tower Y) on April 4, 2005 i 1n a transaction accounted for as sale and operatmg leaseback. The
net carrying amount of this building as of March 31, 2005 ‘was ¥84,983 million, and this amount was
mcluded as an asset held for sale in “Other current assets” in the accompanying Consolidated
Balance Sheets. ) ‘

The  Companies assess the potential impairment of all material long-lived assets whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable ‘
Certam assets, primarily real estate held for rent in Yokohama in Materials & Real Estate, were
deemed to be impaired in the year ended March 31, 2005 reflecting the weak market conditions for

real estate in Japan. The losses recognized from the impairment of such assets for the years ended -

March 31, 2006 and 2005 were applicable to the followmg segments:

" . . _ : Miilions of Yen

b 2006 2005
Metal Products ¥ 725 ¥ 156
Transportation & Construction Systems _ 1,921 ' 418
Machinery & Electric . ’ ' 35 . 42
Mineral Resources & Energy 98 1,670
Consumer Goods & Service - ' 904 938
Materials & Real Estate ‘ ' ' 338 12,734
Domestic Regional Business Units and Offices - ' 1,265 : -
Overseas Subsidiaries and Branches _ : p—_— 859

" Corporate and Eliminations - ' ' 543 865

i Total . L . ¥5,829 ¥ 17,484

j \
-These ah‘tounts were included in “Impairment’losses on long-lived assets” in the accompanying
Corllsolidated Statements of Income. Such impairment losses were calculated based on appraisals for
assets or using the best estimates of discounted future cash’ llows based on realistic assumptions as to

_ continuing operations.

13/GOODWILL AND OTHER INTANGIBLE ASSETS
; ~'
(1) lntangible Assets

The components of intangible assets subject to amortization as of March 31, 2006 and 2005 are as

'

follows : - T ;

)
!
K
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Milliens of Yen

‘ 2006

! Gross armount Accurnulated ' Net carrying
g . amorlization value
Software ¥ 60,439 ¥ 345,142 ¥ 24,297
Sales licenses. trademarks and N

,11 customer relat:onsmps 124,471 13,154 111,317
Other 12,086 2,528 9.558
+ Total ¥ 176,996 ¥ 51,824 ¥145,172
i Millions af Yen

: 2005

- Gross smount Accumulated MNet carrying
. amertization value
Software ¥ 80,242 ¥ 31,000 ¥ 29,242
Sales licenses, trademarks and -

i customer relationships 37.90% 7,108 28,797
‘Other 5,413 1.213 4,200

¥ 103,560 ¥ 41,321 ¥ 62,239

, Total
[nte:ingible assets subject to amortization acquired during the year ended March 31, 2006 were
¥867',374 million, primarily consisting of “Acquisitions”'described in Note 6. Intangible assets subject
to amortization acquired during the vear ended March 31, 2005 were ¥36,243 million, primarily
ccm'sisting of software of ¥11,648 million, import and sales license of a German luxury chenille

fab?ic brand of ¥7,742 million and sales license of pet care products in the U.S., of ¥3,409 million.

Dui‘ing the year ended March 31, 2006, some subsidiaries changed their fiscal year-ends to March 31,

ma'inly from December 31, in order to conform the subsidiaries’ year ends with that of the company.
The earnings or losses of the subsidiaries for the stub period of the fiscal y.ear exceeding 12 months
were directly credited or charged to unappropriated retained eammgs in order to maintain the
comparablllty of periodic earnings. Intangible assets subject to amomzanon acqu1red during the
concemed stub period were ¥4,346 million. The weighted-average amortization penods are five
years for software, twenty years for sales licenses, trademarks and customer relationships, and
.sixieen years for o-ther. Aggregate amortization expense for the years ended March 31, 2006 and
2065 was ¥17,017 million and ¥13,419 million, respectively. Estimated amortization expenses for
the next five years ending March 31 are: ¥20,249million in'2007, ¥17,549 million in 2008, ¥13,482
million in 2009, ¥9,817 million in 2010, and ¥8,209 million in 2011, resﬁectively.

it
E .
The components of intangible assets not subject to amortlzatlon as of March 31, 2006 and 2005 are

as follows
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s . . . : : Miliions of Yen

q 3 - R 2006 2005
Veasehalds onland - . ¥ 17,441 ¥ 16944
Trademarks : - o 1112 13,454
Omer T : - ‘ ‘ : 893 . © BE§
4Total - . ' i . ¥ 19,446 ¥ 30,953

In gccordance with SFAS 1’\10 142‘ these intangible assets were tested for impairment. During the
‘year ended March 31, 2006 and’ 2003, the Companies recognized impairment losses of ¥6,103
'mllllon and ¥11 ,772 million, respectlvely These amounts were included in- “Impalrment losses on -
long-llved assets” in the accompanying Consohdated Statements of Income. Impanment losses.
recorded for the year ended March 31, 2006 consrst primarily of ¥4; 785 million for the write-down .
of mtanglble assets re!ated to an acqmred brand name in the U.S. Fair value was determined based
on ghe discounted cash flow of a revised business plan. The brand name intangible asset of ¥9,328
' _mili‘ion. (net’ of the impaiﬁnent‘ charge) was reclassiﬁed from intangible assets not subject
‘amortlzatlon to mtanglble assets subject to amortization in 2006 and is being amortlzed over its
'estlmated useful life. This impaired asset was included in the Chemical Busmess Unit segment and
"Overseas Subsidiaries and Branches segment. Impairment losses recorded for the year ended March
31, 2005 were primarily related to a leasehold on land of real estate for rent in Yokohama of ¥10,851
mllllon the amount of whlch was based on appraised value. This impaired asset was mcluded in the
Ma‘sc!enals & Real Estate Busrness Unit segment - _ -

bl
'
. ‘;l

(2)/ Goodwrll
The followmg table shows changes in the canymg amount of goodwrll by operatlng segment for the
years ended March 31, 2006 and 2005: .

-3
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o . : Mitioas of Yen

' Fareigh currenty

: N - heg:ggal:;col;yer Acguistion. lrng;;r;enf alurj‘::;sl_:loﬁ?s' esdal:f“::a'r
As o! Marth 33, 2006 and other
Melal Producis . . . . ¥ - ¥ 1,349 ¥y — ¥ 10 ¥ 1359
Transportation & Construction Systems 841 14,897 - . -{2221 15,534
Media, Electronics & Network 3,813, 5,044 - - . B,#57
Chemical 4,253 &5 — 1,318 8,636
Consumer Goods & Service . 896 1,003 - A& 1,915
Materials & Real Estate — 19,831 — Y 19,445
Overseas Subsidiaries and Branches 10,552 29,945 {491) 1,872 41,878

Totat . ¥20375 ¥ 72,134 ¥ {491) ¥ 2,620 ¥ 94,846

kil !

:l:! Millions of Yan

o !

I3 - _ Batante, " Acoiisiion Imgairment Fo;ﬂf:‘m;:nq Balante,

) . beginning of year N losses agjustments end of year
As'of March 31, 2005: [ and other
Transpartation & Gonstruclion Systems ¥ 819 ¥ - ¥ - TY 42 ¥ B!
Medgia, Elecironics & Network 2.885 928 - - 3313
Chemical : i - 4445 — 1192) 4,253
Consumar Eoods & Service ) - 894 — - 956
Qverseas Subsidiaries and Branches 3,864 7.737 1292} {357) 19,552

Total = - ¥ 7,168 ¥ 14,006 ¥ {292, ¥ 1507) ¥ 20375

In éccordance with SFAS No. 142, these goodwill were tested: for impairment, During the years
end;ad March 31, 2006 and 2005, the Companies recognized impairment losses of ¥491 million and
¥292 million, ‘respectively. These amounts were included in “Impairment losses on long-lived assets™
in ti'lE accompanying Consolidated Statements of Income. .

l:)‘uring the year ended March 31, 2006, some subsidiaries changed their fiscal year-ends td March
3l,j&mainly from December 31, in order to conform the subsidiaries’ year ends with that of the -
coriiflpany. Goodwill acquired during the stub period of the fiscal year exceeding 12 months was
¥1,'!(J99 million and ;vas included in “Foreign currency translation adjustments and other.”

fhe Companies recognized preliminary estimates with respect to the vﬁlue of the underlying net

, ass{ets of the acquired companies in determining amounts of goodwill. These amounts of goodwill

magf be adjusted upon completion of the purchase price allocation.

14f';sH0RT-'TERM AND LONG-TERM DEBT

¢

Shcirt-term debt as of March 31, 2006 and 2005 consisted of the following:
‘ Millians of Yen

; ‘ 2006 2005

i } . . Weighted Weightad
! . average average
) , interestrate  ° interest rate
Laans, principally from banks ) ¥ 408,584 3.87% ¥ 299.943 2.93%
Commercial paper 130,883 2.18 ’ S 112,274 0.9%

1 ¥ 539,567 - ¥ 412,217

1
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Annual matirities of long-term debt as of March 31, 2006 are as follows:

. The ]mterest rates represent welghted average rates in effect as- of March 31, 2006 and 2005 though

the range of the interest rates varies by borrowing currency.
The Companies have line of credlt agreements available for immediate borrowing with syndicates
of domestlc and forelgn banks in the amount of $1,050 million with foreign banks and ¥350,000

mllhon w1th domestic banks., All of these lines of credit were unused as of March 31, 2006.
‘ ‘;

-Long-term debt as of March 31, 2006 and 2005 and interest rates as of March 31, 2006 consxsted of

the followmg . : :
i i ‘
i 5 ‘ ' : 2006 2005
Secured long-erm debt: )
- Banks and insurance companias, matunng ser;auy thraugh 09, average rale3.1% ¥ 208, 494 ¥ 249,182
Bonds payable in Indonesian rupee due, . Lo
¢ 2008, fixed rates 837% to 13.37% - : 3,863 3,390

Millions of Yen

i 2007, fixed rates 10.62% to 13.12% . : 5,615 £.520
¢ 2008, fixed rate 10,85% ' - 1,388 -
Unsecured long-term dedt: ) ’ . .
Banks and insurance companies, matunng seraally through 2025, average rate 1.58% 1,897,985 1,739.810
Bcnds payable in Euro due : : : ;
L 2005 - — 42,313
Bonds payabte in Japanese yan due, : . :
© 12006, fived rates 1.45% 10 1.51% : - 20,000 20,800
£ 2007, {ixed and floating rates 1.86% to 2.13% ' 20,313 | 20,778
v 2008, fixed rate 0.84% . 13,972 . 14,054
I 20190, fixed rates 0.81% to 2.07% ) 29,626 30,600
i 2011, fixed rates 0.82% 19 1.28% | . 30,983 - 31815
L 2012, fixed and floating rates 1.07% to 2.20% ) _ 28,843 30,197
3 2013, {ixed and floating rates 1.08% 10 1.87% C ' 53,217 40,601 -
b, 2004, fixed and {loating rates 1.51% to 2.24% . 29,481 30,592
i 2015, floating rate 1.17% ' 14,530 -
) 2016 fixed rate 1.70% ' ) ‘ 24,455 - - =
2017, fleating rate 1.96% ) ) $,189 10,089
) 2{)18 fixed and floating rates 1.90% to 2.37% 23,493 ) -
_VYarious notes and bonds, maturing ser;aily through 2018, average rate 1,74% 197,613 159,992
Capital lease obligations £7,867 38,375
Other . 213,714 186,515
i - ) 2,894,521 - 24672823
Less: Current rmaturities _ (447,351) 1459.172)

i - . . ¥ 2,447,170 ¥ 2.213,651
7 i 4 -

]
i

b o B ,
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Year er;dinq March 31, Mitlians of Yen

2007 - N ! L : ¥ 447,351

2008 . . . Lid, 605
009 : . . o . ) 335,584
210 . . ‘ , - 284,911
2011 . : 371,632
2012 and thereafter ' : ] © 1,010,438

Totat ) ] : -y ¥ 2,894,521

i

j)
Most of short-term and long—term loans from banks contain certain covenants The banks may, under

certam condmons requlre the Companies to provide "collateral (or addmonal collateral) or
guarantors The banks may treat any collateral ‘as collateral for all indebtedness-to such banks.
Several of the loan agreements require maintenance of certain fi nanmal ratios and mmrmum levels of
tanglble net worth. Default provisions of certain agreements grant certain rights of possession to the

banks The borrower may be required to make early repayments of outstanding amounts under some

agreements principally with government-owned financial institutions, if the lender concludes that

the! 1borrower is able to repay the outstanding amount through 1mproved earnrngs or from the
'.progl':eeds of an equity or debt offering, and makes such prepayment request. Certain agreements
proé'ide that the banks may require the borrower to receive bank approval prior to the.payment of
d1v1dends and other appropnatlons of earnmgs before presentation to the shareholders. The
’ Compames have not been asked to’ make any'such prepayment during the: ‘years ended March 31,

2006 and 2005 and currently do not anticipate any prepayrnent request

. The Companies have been.in compliance with all of the short-term borrowing and Iong-term debt
| . oblrgatton covenants for the - years ended March 31, 2006 and 2005.

Pledged assets

The followmg table summarizes the book value of assets pledged as collateral for short term debt

other current hablhtles and long-term debt, 1ncludmg current maturities of long-term debt of the

Compames as of March 31, 2006: ) .

f.t Millians of Yen

i Marketable securities and investmaris - ¥ 45,203
% Trade recervables and long-term recevailes = . 280,944
Properly and equipment, net ) ’ : 50,382
i : :

¥ 396,531

Suc:h collateral seeured_ the following obligations:

u
A
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Miltions of Yen

! Short-term gebt ' o ' ¥ 14,581
s Other turrent liabilities ; 7.457
Long-term debt, including current maturities of long-term debt 284,480
e ¥ 310,518

Trust receipts issued under customary import financing arrangements give recipient banks a security
mterest in.the merchandlse imported and/or the accounts receivable or sales proceeds resulting from
the sale of such merchanchse The Companies repay the related notes and acceptances payable at the
matunty dates wnthout applying the sales proceeds to specnf ¢ notes or acceptances. The large

number of transactions makes it impracticable to determine L‘ne aggregate amounts of assets covered

by 6utstanding trust receipts.

15 INCOME TAXES

.\
I

The Company is subject to a national corporate tax of 30%, an inhabitant tax of 6.21% and a

deducnble business tax of 7.56%, which in the aggregate resulted in a statutory income tax rate of

approxunately 41% for the year ended March 31, 2006 and 2005. Foreign subsidiaries are subject to
income taxes of the countries in which they operate.

lncome before income taxes and minority mterests in earmngs of subsidiaries for the years ended
March 31, 2006 and 2005 is as follows:

!:

Miltions of Yen

‘ 2006 2005
‘Domestic : : ¥132,813 ¥ 76438
Foreign 115,194 74711

Total ¥ 247,807 ¥ 151349

5&
Income tax provision for the years ended March 31, 2006 and 2005 is as follows: -
;

4
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Millions of Yen

; S _ ' ~ 2006 . 2005
Current: . : . ' )

1 Domestic . - ¥ 35,398 ¥ 17,538

4 Foreign ' 30,066 17,613
Deferrad: ‘ ‘ , ;

i Domestic ' 5 . 13,105 16,016

¢ Fareign i . 2,168 . 6,682

i Total - : ¥ 80,727 ¥ 57849

The reconciliation between the statutory income tax rate in Japan and the Companies’ effective

L

income tax rate reflected in the dccompanying Consolidated Statements of Income for the years
end:ec‘i-March 31, 2006 and 2005 is summarized as follows:

) %
. 2005 2005
Tax stalutory income Lax rate in Japan 41.0% 41.0%
Increases |decreases) in tax rate due to: ' )
-Expenses not deductible for tax purposes 1.2 2.1
“Tax effect on undistributed earnings of
" associated companies and corporate joint ventures 11.8) 10.7]
'Changes in valuation allowance. . : 0.3 0.6
_Ditierence.in statutory tax rate of foreign subsidiaries (5.3 L%
' Effect of change in enacled tax rate ) L - -
", -'Other—net ' ' (2.8 {0.1)
: The Companies” effeciive income taxrale . 32.8% 38.2%

TOtéil income taxes recognized for the years ended March 31, 2006 and 2005 are allocated é§.

Ii
follows:

i
1

" Millions of Yen

2006 - 2005
Incomne before income taxes and minority interests ' -
“in earnings of subsidiaries ¥ 80,737 ¥ 57.849
Sharehotders’ equity: ‘ .
_: Net unrealized holding gains on securities available-for-sale 107,480 T 22476
*Foreigh currency translation adjustments 3.316 507
* Net unrealized gains {losses) on derivatives {4.964) . (384]
Total income taxes . ¥ 185,769 ¥ 80,146

The tax effects of temporary difference that give rise to significant components of deferred tax assets

vy
4
1

[
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3

.5} : T Milliods of Yen

' . o : L 2004 2005
Assets ' ) .
!Net operating toss carry farwards | | . ¥ 14,450 ¥ 45,445
ilnvestment securities ’ : -: ~ 456,787 37,929
rwentories and long-lived assets 44,280 40,960
sAllowance for doubtful receivables ) $,873 12457 -
‘Acgrued pension and relirement benefits ) BRLAYL 8,732
‘Accrual and other - - 19,882 © 9,752
Grass deferred tax assets 147,641 © 156,278
iLess: Valuation allowance (12,271) 110,559] .
b Delerred tax assets, less valuahen aiiowaﬂce ) . 135,390 145,716
Liabilities: :
Hrwvastment in marketable securities . ' {183,874 (75,584]
“Deferred gain on sales of property for {ax purposes . 27,824l . 143,926
,Securities contributed to the Trust . [22,773] (22,944)
.Undistributed earnings of subsidiaries and associated companies " [4D,625) 127.754)
‘Long-lived assets . - [33,893) [4,118]
CQther : . - 112,288) {8,651
Gross deferred tax liabilities C (321,277 (182,977

i

! Net deferred tax liabilities ¥ [185,887) ¥ [37.261)
1 - '

1]

|=
Deferred income taxes, as of March 31, 2006 and 2005 arc¢.refiected in the accompanying

Consohdated Balance Sheets as follows:

:! . ' . Mitlions of Yen

. . ’ : ; o 2006 2005
Assets: : . :

Deferred incorne taxes ~ . . ¥ 31,998 ¥ 39,148

Delerred income taxes, non- current - 13,51 10,149
Liabilities; . .

Other cyrrent liabilities ‘ L= 1,032 " (8831

Deferrad income taxes, non-current T [230,364) -185,708]
“w Neldeferred tax liabilities ¥ (185,887) ¥ {37,251)

"
a
h1
7

In assessmg the realizability of deferred tax assets, management considers whether it is more likely
than not that some portion or ail of the deferred tax assets will ‘not be realized. The ultimate
reahzatlon of deferred tax assets is dependent upon the generation of future taxable income during
the penods in Wthh those temporary differences become deductible. Management considers the
scheduled reversal of deferred tax liabilities, projected future taxable income, and tax planning

I

strategles in making this assessment Based upon the level of h:stoneal taxable income and

pr0_|ect10ns for future taxable income over the periods in Wthh the deferred tax assets are deductlble

* management believes it is more likely than not that the Company will realize the benefits of these

- : T
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deductible differences, net of the existing valuation allowances as of March 31, 2006. The amount of

~ the deferred tax assets considered realizable, however, could be reduced in the near term if estimates

of future taxable income during the carryforward period are reduced. The net change in the total

_ valuatlon allowance for the years ended March 31, 2006 and 2005 was an increase of ¥1 712 million

and_a decrease of ¥82 million, respectively.

’f‘he valuation allowance primarily relates to valuation allowance for deferred tax assets assdciated
wit&) net operating loss carryforwards incurred by certain foreign subsidiaries. The Company has
perfonned an analysis for each of these subsidiaries to assess their ability to realize such deferred tax
assets Considering scheduled reversals of deferred tax liabilities, projections for future taxable
mcome historical performance, tax planning strategies, market condmons and other factors, as
appropnate management believes it is more likely than not that these sub51d1arles will realize their
respectwe deferred tax assets (principally net operating loss carry forwards) net of existing valuation
allowance, as of March 31, 2006, | |

As of March 31, 2006 and 2005, the Company has not provided a deferred tax liability on the
undistributed eamings of its foreign subsidiaries and foreign corporate joint ventures because the
Company does not intend to repatriate those unremitted earnings in the foreseeable future. A
deferred tax liability will be recognized when the Company no longer plans to permanently reinvest
the “undlstnbuted earnings. As of March 31, 2006 and 2005, the amounts of undistributed earnings of .
such foreign subsidiaries and foreign corpoerate joint ventures on wBich a deferred tax liability. has
notf!been' recognized in the accompanying consolidated ﬁnaneia] statements totaled to ¥248,401
mil'iion:and ¥180,556 million, respectively. Calculation of the unrecognized deferred tax liability is

not practicable.

As i;of March 31, 2006, the Companies have aggregate net operating loss carryforwards of ¥38,113
million, which may be used as a deduction in the determination of taxable income in future periods.

If not utilized, such loss carryforwards expire as follows:

i
b

Yaar ending March 31, Milliens of Yen
2007 : ' . ¥ 1,562
2008 ) ) 514
2009 . . 1,400
2010 i : - 2,253
2011 ) : - 3727
2012 and thereafter - 28,45%

aTotal < ¥ 38,115
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16 ACCRUED PENSION AND RETIREMENT BENEFITS

’I'he ‘.Cqmpany_ has non-contributory defined benefit pension plans ‘(the “Plans™) covering
subgtantially all 'empl‘oyees other than directors and executive officers. The Plans provide benefits
baséd upon years of service, compensation at the time of severance, and other factors. _

Most of the subsidiaries have unfunded retirement benefit plans and/or funded penSIon plans
Employees other than directors, are entitled to, under most circumstances, upon mandatory
retl_rement' at normal retirement age or earlier ter!mna_tlon of employment, lump-sum retirement
benefits ba'sed on compensation at the time of retirén'l_ent, years of service and olhgr} factors.

Net periodic pension costs for the years ended March 31, 2006 and 2005 include the following

components:’
j ' o . _ _ Millions of Yen
¢ . _ . . 2004 2005
Service cost — benefits eamned during the year - ¥ 7,185 ¥ 7,143
. Interast cost on projecled benefit obligation . ‘ - " 4,862 4,280
Expected return on plan asseis {4,593) {4,070
Amortization of unrecoghized actuarial loss - ) 547 6,565
Amortization of unrecognized prior service cost . 81 f11)
Loss on settlements and curtailments . 1,430 - 383

Net periodic pension cost ) - ¥ 14,092 ¥ 14,290

The reconciliation of beginning and ending balances of the pro_|ected benefit obhgatlons and the fair

value of the plan.assets is as follows:

I
|
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Milfions of Yen .-

i Netamount recognized

; 2004 2005
Changg in penefit obligations: :
Projected benefit obligaticns, peginning of year - ¥192,235 ¥ 194,794
Eftect of the change in the reporting penod of subsidiaries 12,107| -
Service cost’ 7,185 7143
nterest cost 4,862 4,280
Actuariat {gain] loss . ' 1,618 19,992)
Plan amendments ) . 852 231
Benefits paid {8,385) 71220
Settlements ) {1,035) 1929}
‘Acquisitions and divestitures ' * '2,833 3.919
Foreign currency transiation adjustments 513 1891
i Projected benefit obligations, end of year 198,571 192,235
Change in ptan asseis: :
Fairvalue of plan assets, beginning of year 185,617 185,424
Effect of the change in the reporting period of subsidiaries {1,971 -
Actual return on plan assets ‘ 30,533 14,127)
Emptoyer contribution ) 13,756 8,600
‘Benefits paid from plan assets - 17,0971 16.652) °
Setilements 12,380} {514)
Acguisitions and divestilures 1,598 2,912
Foreign currency transtation adjusimenis 323 (26] .
Fair value of plan assets, end of year 220,379 185,617
Funded status .21,808 {8,618
Unrecognized actuarial loss 48,343 78,310
Unrecognized prior service cost 933 114
o -Net amount recognized . ¥ 71104 ¥ 71,808
Amounts recognized in the accompanying : ’
Consclidated Balance Sheets consist of;
Other current assets and Prepaid expenses,
4 non-current [Prepaid cost for retirement benefits} 84,284 83,590
Accried pension and retirement benelits {13,180} {11,782
¥ 71,104 ¥ 71,808

;

¢

!
[
i

No. <87 “Employers’ Accounting for Pensions.”
i

i : : 86

c:a:sf:lI to the Trust in order to maintain a sufficient level of funding at the end of fiscal year.

‘

The:measurement dates used to determine the benefit obligations aré mainly March 31 of each year, - ;

The':‘ Company contributed certain marketable equity securities to an employee retirement benefit

trust (the “Trust”). Those securltles and cash held in this trust are qualified plan assets under SFAS

The 'Companies’ funding policy is based on a number of factors including the tax deductlblhty of
con‘tnbutlon_s, funded status, actuarial calculations and other considerations. Contributions are
inté_hded to provide not only for benefits attributable to service to date but also for those expected to

be éamed in the future. Also, the Company may contribute certain marketable equity securities, or



The' asset allocations are as follows:
" Al
"

} : ‘ ) 2006 2005

:‘ B : . 7 Aziual silocation  Actual allocation
Eguity securities _ C T 5e% 57%
Debt seturities . . 30% Lo 2%
Qther” ) L3 . 14% 16%

Fotal B . . + 100% - HIG%
*O1 her masnlv includes ¢ash, aitgrnative inves: ments and ife ingurancae COMEany general aCCOUNS. -

AThe{Companies set investment -policies,' strategies and target allocation and-oversees the investment

W . - ) . R 2.
- allocation process, which includes selecting investment managers, commissioning periodic
asset -liability studies, setting long-term’ strateglc targets and monitoring asset allocations. The target

allocatlons are guidelines, not llmltatlons and occasmnally the Companies wnll approve an’

[
allocatlon above or below a target allocation.

The Companies’ target al]ocatlon is 53% equlty securities, 3 1% debt securities and 16% other.

i.
g

b
- Assumptlons used for the years ended March 31, 2006 and 2005\111 determmmg costs and the funded

status information shown above are principally as follows:

\:

I

i

¢

Weighted average assumptions used to determine the net periodic benefit cost
1 ‘ : ‘

4 ’ : 2006 2005
Discount rate ‘ . y 26% . 2%
Expected long-term rate of reiurn on plan assets | . } 2.3% 2.2%
Raie of expeciable salary increase ) o 2.7% 2.7%

w:_eighted average assumptions used to determine the benefit obligations

E : -

J . 2006 . 2005
Discount rate . oL L 2.8% 2.6%
Raie of expeciable saiary increase . . - i 3.0% 7%

7
.

The Compames expected long-term rate of return on plan, assets assumption is derived from a

deta1]ed study that-includes a review of the asset allocation strategy, anticipated future long-term

performance of individual asset classes, risks’ and correlanons for each of the asset classes that

comprlse the funds’ asset mix.
3
I

:
A
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b : ,
g
5 : ;
The accumulated benefit obligations for the defined benefit plans of the Companies are as follows:
i.] s ’ . ’
i : . |
i . 20046 2005

Accumelated benefit obéugauons end o: year . C . ¥190,931 - ¥ 185,052

T - ; —

f_'.

Miltion:s of Yen

The employer s contributions expected to be paid for the year endmg March 31 2007 are ¥11,092

mllllon
5.!

1

Ben_eﬁts expected to be paid in the future are as follows: '

i
L . : N
Year enging March 31,

2007 . ’ ¥ 10,799

Miltions of Yan

2008 - .. 10,477
2009 L . 10,504
2010 . L . - 10,488
2011 ' ) ) 10,839
2012 - 2014 ) 56,445

4 Total ¥ 109,749
. |
2In ,f_‘a.ddition to unfunded retirement benefit plans or funded p}ension plans, certain domestic
sul_:)isidiaries and associated ccmpanies also particibate in a multiemploye‘r'deﬁned benefit pension‘
' p]an recognizing the required contributions for a period as net pension cost and recognizing any
conjtnbutmns due and unpaid as a liability. The total amount of the domestlc subsidiaries’
contnbutlons to the plan for the years ended March 31, 2006 and 2005 were ¥ 1,972 million and

¥1, 179 million, respectively.

~

u
’ 17 ﬂSHAREHOLDERS EQUITY

':{ .
(1) Common Stock and Additional Paid-in Capital _ _
' Under the Code, at least 50% of the proceeds of certain issues of common shares including exercrse'
“.of warrants shall be credited to the common stock account. The remamder of the proceeds shall be
credlted to the additional paid-in capital. The Code permits, upon approval of the Board of Dn‘ectors
-transfer of amounts from additional paid in capital to the common stock account. The Code permlts :
upon approval of the Board, the total i issuing price could be credited to the additional paid-in capitat,
when the Company exchanges shares of the Company for shares of acquired entities.

As dlscussed in Note 6, the fair value of the Company shares transferred in accordance with Share
Exchange Agreement related to Sumisho Auto Lease was credited to additional pald in capltal




(2) iAppropriated for Legal Reserve
The Code provides that at least 10% of all cash dividend payments and bonuses to directors, made as
an approprlatlon of retained eammgs applicable to each fiscal period, shall be appropriated as a legal
resellrve until an-aggregate amount of additional paid-in capital and legal reserve equals 25% of
colﬁmon stook. The legal reserve may be usod to efiminate or reduce a deficit, transferred to
com:mon'stock, or transferred to retained eamings until an aggregate amount of additional paid-in
cap}tal and the legal reserve equals 25% of common stock, by rosolution of the shareholders.

Eor the year ended March 31, 2006, there was an increase of ¥10 million in “Appropriated for
legal reserve” in the accompanying Consolidated Balance Sheets as a result of the merger between

.the Company and Osaka Hokko bevelopment Co, Ltd.

3) Unappropriated Retained Earnings and Dividends

) Retamed earnings available for dividends under the Code is based on the amount recorded in the

Company s general accountmg records maintained in accordance with accounting principles
generally accepted in Japan. The U.S. GAAP adjustments included in the accompanying
cor;aolidated financial statements but not recorded in the g_enerai accounting records, as explained
under “Summary of Signiﬁcmt Accounting Policies” in Note 5, have no effect in determining
ret_a:jined eamings available for dividends under the Code. ’

'Iihe' Code limits the amount of retained earnings available for dividends. Retained eamings of
¥17:_7,211 million and ¥154,177 million, shown by the Company’s accouoting records as of March 31,
20Q6 and 2005, respectively, exclusive of the amount previously appropriated for legal reserve, were
not restricted by the limitations under the Code.

fhe Code permits transfero, upon shareholder approval, of a portion of unappt‘op;’iated retained
earﬁings available for dividends to common stock without issuance of any shar’es,.

Dividends are approx;ed by the shareholders at the ordinary general meeting of shareholders held
subsequent to the statutory fiscal period to which the dividends are payable to shareholders. Interim
dmdends are approved by the Board of Directors for the interim six- -month period. Dividends are
reported in the accompanymg Consolidated Statements of Shareholders’ Equity and Comprehensive
Income when approved.

At the ordinary general meeting of shareholders held on June 23, 2006, the declaration of a cash
dWIdend to shareholders of record as of March 31, 2006 of ¥14 per share, ¥17,496 million in total,
was approved by the shareholders.

The Company does not expect the enforcement of the Company Law of Japan, which became
effocnve on May 1, 2006, }_lave a material impact in determining retained earnings available forl

dividends under the Company Law of Japan.

v
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(4) Stock Optlon Plan .
’I‘he Company has stock option plans for directors, executive oﬂ'lcers of the Company, and corporate
ofﬁcers under the Company’s quallt' ication system. Under the plans, each stock option granted
emltles the recipient to acqmre 1 000 shares of common stock at an exercise prlce equal to the
greater of (i) 105% of the average closing market price of the Company’s commonstock on the
Tokyo Stock Exchange for the calendar month before the. grant date (excluding days when there
were no transactions), or (ii) the closing market price of the Company s commen stock on the Tokyo
Stock Exchange on the grant date (or the closing market pnce on the day immediately preceding
sueh date, if there were no transactions on such date).

The options granted vested 100% at grant date. The options. granted are exercisable starting April
1 of the fiscal year after the fiscal year in which they are granted. They are exercrsable for four years
and three months from that date. For the recognition of compensation expense related to the fixed
pnde stock option plans for the years ended March 31, 2006 and 2005, see Note 5.

Qn June 24,2005, the sharehollders authorized the issue of new stock options up to 177,000 shares
of eommon stock before the ordinary general meeting' of shareholders to be held in 2006. Options for

177';000 shares were granted under this authorization. At the drdinary general meeting of .

‘shareholders held on June 23, 20606, the sharecholders authorized an additional’issue of new stock

options for up to 189,000 shares of common stock.
A;tt the ordinary general meeting of shareholders held on June 23, 2006, the shareholders also
authorized an issue of new stock options for up to 150,000 shares of common stock based on a

Stoek-Linked compensation plan for directors and executive officers. Under the plan, each stock

. optlon granted entitles the reClplent to acquire 1,000 shares of common stock at an exercise price

equal to ¥1 per share.

The following table summarizes information about stock option act1v1ty for the years ended March
31, 2006 and 2005:
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2006 2005

i ’ Weighted © Waeighted

; . Number Number

‘ ‘ of shares ex'ear\é?;:gp?'ica of shares . exeag:?;g%%ce
: Yen . T Yen
Dutsta nding, beginning of year 530,000 ¥ 824 487,000 ¥ 798

¢ Granted 177,000 248 181,000 873

. Exercised 218,000 714 48,000 738

. Cancelled or expired 122,000 1,034 40.000 8i8
Dutstanding, end of year 347,000 882 530,000 826
Opticns exercisable, end of year 191,000 ¥ s 357,000 Y 803

t
“

Thé following table summarizes information about stock options outstanding and exercisable as of
March 31, 2006:

il

Dl.ﬂsianding , Exarcicabla
s . - Weighted Weighted - Weighted
Exercisable price Number e b Number mg,a 2
. reange of shares exercisa%rice remainin% g ofshares mrcisegprice
5 - -
_;' Yen , ’ Yen ‘ Yen
¥:601— 800 . 45,000 ¥ 654 2.03 45,000 ¥ 654
- 1801 — 1,000 322,000 . 914 Ky &] 146,000 872

347,000 ¥882 3.52 191,000 . ¥ 82

18| OTHER COMPREHENSIVE INCOME (LOSS)

Changes in each component of accumulated other comprehensive income -(loss) for the years ended
. March 31, 2006 and 2005 are as follows:
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fj ’ " Millions af Yen
i 2006 2005

-~ iNet unrealized hotding gaing (losies] on securities avanlabl&zor sale: - ' B
» Balance, beginning of year . ¥ 98,651 ¥ 706,108
b -Adjustment tor the ygar . 152,362 28543

" & Balence, end ofyear - ; ¥251,013 . ¥ 98,651
i[Foraign currency translation ad;usiments B . :
i Balance, beginning of year ¥(80,141) ¥ {80,898}
i Adjustment for the year 52,391 ~ 755
¢ Balance, end of year ¥ {27,750) ¥ [80.141]
'Net unrealized gains {tosses] on derivatives:
i Balance, béginning of year : ¥ {1.427) ¥ {449)
4 Adjustment for the year {8.069) {978
¢ Balance, end of year . ¥ {9,496) ¥ {1.427]
- Total accumulated other comprehensive income [mssF.
;. Balance, beginning of year . ¥ 17,083 ¥ {11,237)
i Adjustment for the year . 196,484 . 28,320

- ¥213,787 ¥ 17083

f, Balance, end of year

5
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Tax effects allocated to each component of other comprehenswe income (loss) are as follows:

2006 ' . Miltiang of Yan

‘ i . ; Tax lexpansal Lol
:. . . Protax amoung or Denafit Netlof-lax amount

Net unrealized notding gains on securities available-for-sate:

Unrealized helding gains arising during the year ¥ 272,421 ¥ 112,714} ¥ 159,707
‘Effect of the change in Lhe reporting period of subsigiaries and . :

+ , dssociated compani2s (48] 7 [311
|Reclassiticatian adjusiment for gans included in net incame 112,311 5,017 {7.314)
Adjustment or tne year 260,042 1107,580] 152,362

Fareign currency transiation agjusiments:
'Agg'egaled adjustment for the yaar resulting from translation -
of loreign currency financiat statements : 48,573 13,3001 45,273

‘Effect of the change in the reporting period of subsidiaries and
associated companies 6423 18l 6,417

‘Reclassiticatian agjusiment tor losses included in net income kil 110] 701

Adjustrnent for the year _ 55,707 - 13,314] 52,31
Net unrealized losses on derivatives:

Unrealized tosses arising during the year : {14,780} 5,630 -+ 19,1500

Effect of the change in the reparting period of subsidiaries and

Y associated companias i 248 (84) 140

Rectassification adjustment Tor losses included in nel income 1501 - (580] 921

“Adjustment lor the year (13,0331 4,964 [8,04%}
Other comprehensive income ' ¥ 302,716 ¥ [104,032) ¥ 194,684
2(:)05: . Miltions of Yen

Pretys amaunt T‘:rlgmm‘l Net-of-taa amaunt

Net unrealized holding gains on securilies available-for-sale:

Unrealized hcidingﬁg'ains ariging during the year B ¥ 52481 ¥ [27.133] ¥ 35348
Reclassitication adjusiment for gains included in net income [41,762) 4,957 148051
Adsustment for the year 50.71% [22.174] 28,543

Foreign currency translation adjustments:
Aggregated adjustment for the year resulling from translation of

fereign currency financial statements  ° 708 (4341 272
Reclassilication adjustment lor losses inciuded in ret income 554 171 + 483
Adjusirneat tor tie year 1.262 1567 755

Net unreatized losses on gerivatives:
Unrealized losses arising during the ysar - {2.460) 782 11.678)
Effect of the change in the reporling period of subsidiaries and '
b associaied companies 78 1321 44
Reclassitication adjustment for lgsses included in net income 1,018 364 654
‘Adjusimant for the year 11.354) 388 {973)
Other comprahensive income’ ) ¥ 50,617 ¥ (22.297) ¥ 23320

19 ' DERIVATIVES AND HEDGING ACTIVITIES

Risk management policy .

The Companies operate internationally, exposing them to the risk of changes in foreign exchange
ratefs interest rates and commodity prices. Derivative financial instruments are comprised prmcnpally
of forelgn exchange contracts, interest rate swaps and commodity future contracts utilized by the
Company and certain of its subsidiaries to reduce these risks. The Companies assess foreign
curi:ency exchange rate risk, interest rate risk and commodity price risk by continually monitoring

chailges in these exposures and by evaluating hedging opportunities. The Companies hold or issue
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eorﬁmodity derivatives for trading purposes. The Companies are also exposed to credit-related losses
in the event of non-performance by counterparties to derivative financial instruments, but it is not
expected that any counterparties will fail to meet their obligations, because most of the
coopterpanles are internationally recognized financial institutions and contracts are diversified

% . g . -
across a number of major financial institutions.

_ Foreign currency exchange rate risk management

Thé Companies operate internationally and are exposed to foreign currency risks related. to
purohasing, selling, financing and investing in currencies other than the local currencies in which the
Coré:npanies operate. The Companies’ strategy to manage foreign currency risks is to net foreign
eutjl:'ency exposures on recognized assets, liabilities and unrecoghized firm commitments by taking
advantage of natural offsets, and purchose foreign excﬁange forward contracts and other contracts to

preserve the economic value of cash flows in non-functional currencies.

Interest rate risk management _ . ,
Y ’
The Companies’ exposure to thé market risk of changes in interest rates relate primarily to its debt

obl_igations. The fixed-rate debt obligations expose the Companies to variability in their fair values

due to changes in interest rates. To manage the variability in fair values caused by interest rate

3
. changes, the Companies enter into interest rate swaps when it is determined to be appropriate based

on inarket conditions. The interest rate swaps change the fixed-rate debt obligations to variable-rate

debt obligations by entering "into receive-fixed, pay—varaable interest rate swaps. The hedging

re}qtlonshlp between the interest rate swaps and the hedged debt obligations is highly effective in

" achieving offsetting changes" in fair valires resulting from interest rate risk.

Commodity price risk management

The Comoanies are exposed to price fluctuations of commodities used in their trading and other
operating activities. To hedge the variability in commeodity prices, the Companies enter into

commodlty futures, forwards and swaps contracts. These contracts relate principally to precious

metals nonferrous metals, crude oil and agncultura] products

Fair-value hedges )

Fafr—value hedges are hedges that eliminate the risk of changes in the fair values of assets and
habllmes The Companies use interest rate swaps to hedge the change of fair value on fixed rate
borrowmgs used to fund assets earning interest at variable rates. Changes in the fair value of

derivatives designated as fair-value’ hedgcs are recorded in eamings and are offset by corresponding

' ché"ﬁges in the fair value of the hedged item to the extent of hedge effectiveness.
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Cash-ﬂow hedges

Cash flow hedges are hedges that use denvatlves to offset the vanablhty of expected future cash
ﬂows The Companies use commodity future contracts to hedge the variability of cash flows related
i‘to forecasted transactions and interest rate swaps to hedge the variability of cash flows related to‘
ﬂoatmg rate borrowings. The Compames record changes in the falr value of derivative instruments
in other comprehenswe income (loss) as a separate component of shareholders’ equrty Such
amounts are released to eamrngs contemporaneously when the hedged item affects earnings. For the
year ended March 31, 2006 net derivative losses of ¥921 mllhon net of related income tax benefit
~of ¥580 million, were reclassrﬁed into earnings. For the year ended March 31 2005, net derivative
losst of ¥654 million, net of related income tax benefit of ¥364 million, were likewise reclassrﬁed

As ‘of March 31, 2006, the amount that was expected to be reclassified into earnings, net of the
: related tax benefit, within the next fiscal year was ¥7,045 million.

i

Hedge of the net investment in foreign operations .

The Companies use currency swaps to hedge the foreign currency risk of ‘the net investments in’
fdre:ign operations. The Companies reeorded changes in fair values of hedging instruments in foreign
: cud‘ency u-anslatron adjnstments within other comprehensive income (loss) asa separate component
of ehareholders’ equity to the extent of hedge effectiveness. For the year ended March 31, 2006, net
' derrvanve gains of ¥22 million, was included in forelgn currency translation adjustments.

1‘

‘Derlvatrves not designated as hedges

'SFAS No. 133 specd’ es criteria that must be met in order to apply hedge accounting. For example
hedge accounting is not pennlttecl for hedged items that are remeasured with the changes in
farr—value attributable to the hedged risk reported currently in earnings. The :Companies use
derlvatlves to hedge exposures when it makes economic sense to do so, including circumstances in
whrch the hedging relatlonshlp does not quahfy for Hedge accountmg

The Companies use forelgn exchange forward contracts to economlcally hedge the ﬂuctuatlons of
: forelgn exchange rates on foreign currency assets, habllltles and unrecognized f'rrm commiiments.
The Companies also enter into commodity forwards, futures and swap contracts to economically
hedge their inventories and unrecognized firm commitments- against market price fluctuations.
Certaln commodity derivatives are entered into for trading purposes in extent of an approval of the’
management These derivatives do not qualify 1 for hedge accounting -and any changes in’ therr farr

value are recognlzed to earnings.
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Ear_hings effects of derivatives

For;the }ealjs ended March 31, 2006 and 2005, the amount of hedge ineffectiveness recognized on
faiftvalue hedges was losses of ¥1 million and gains of ¥3 million, respectively. There were no gains
or losses excluded from.the assessment of hedge effectiveness for the years ended March 31, 2006
and 2005. ) . ) _

ln the context of hedging relatlonshlps “Eﬂ”ectnveness refers to the degree of achieving offsetting
changes in fair value or offsetting the varlablllty in cash f'lows attributable to the risk Being hedged.

Management continuously assesses effectiveness of these derivative transactions and market risks
surrjlounding these tra‘nsactions_ to formulate the Companies’ policy regarding derivative transactions.

it '
I
i

20 :FINANCIAL INSTRUMENTS

In z‘llccordance with the requirements of SFAS No. 107, “Disclosures about Fair Value of Financial
lnst;'uments " the Companies have provided the following fair value estlmates and information about
valuatlon methodologies.

Quoted market prices, where availablé are ‘used to estimate fair values of financial instruments.
However quoted market prices are not available for a substantial portlon of the Compames financial
_ mstruments and, thercfore, fair values for such financial instruments are estlmated using discounted
cash flow analysis or other valuation techniques as deemed approprlate -

! ‘

Cas;b, Cash Equivalents, Short-Term Investments, Accounts Receivable, Accounts Payable and Note

Pay'able
The carrying amount approximates fair value of these instruments because of thelr short-term

maturmes

Marketable Securities and Other Investments '

The fair values of marketable securities are estimated using quoted market prices. Other investments
incli‘,lde investments in common stock of non-traded and unaffiliated companies such as customers
and?‘supp]iers, and investmenits in non-listed preferred stock of certain financial institutions. It is not
prac%ticable to estimate the fair value of investments in unlisted common stock because of the lack of

a m;'irket price and difficulty in estimating fair value without incurring excessive cost (see Note 8).

Non-Current Trade Receivables and Advances to Associated Companies

The: fair values of non-current trade receivables including long-term loans receivable, except for
loans with floating rates whose carrying amount approximates fair value, are estimated by

discounted cash flow analysis, using interest rates currently being offered for loans or accounts
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‘recelvable ‘with similar terms to borrowers or customers of similar credlt quality and remammg
maturltles

,?

' Long-Term Debt
The fair values of long-term debt, except for debt wnth floating rates whose carrying amount

‘appr‘oximates fair value, are estlmated by discounted cash flow analysis, using rates currently

available for similar types.of borrowings with similar terms and remaining maturities.

')

' Guarantee of Third Party Deb
As a result of the adoption of FASB Interpretation No. 45, “Guarantor s Accounting and Disclosure

Reqmrements for Guarantees, Including Indirect Guarantees of Indebtedness of Others” (“FIN 45), .

the fair values of financial guarantees are estimated based on the premiums received or receivables

by gharantors in an arm’s length transactions with unrelated parties (see Note 25).

i . .

Intefest Rate Swaps, Currency Swap Agreements and Currency Option Contracts

The-fair values of interest rate s'wapé, currency. swap agreements and currency option contracts are
estili'lated by obtaining quotes from brokers and other appropriate valuation techniques based on

infoﬁnation available to the Companies.
Forelgn Exchange Forward Contracts
The! falr values of foreign exchange forward contracts are estlmated based on market prices for

cont_racts with similar terms.

Interest Rate Future Contracts and Bond Future Contracts ) )
- The i:fair values of interest rate future contracts and bond future contracts are estimated using quoted

+

market prices.

The estlmated fair values of-certain financial instruments and derivative fi nanmal mstruments as of
March 31, 2006 and 2005 were as follows



i ;]

redu‘ces concentrations -of credit nsks. The Companies deal with selected international financial

i

Miltions of Yen

Natinnal Carryin Fair
As of March 31, 2004 1 . ansount 3TBHUR value
Financial Assels: . .
Non-current trade receivabies and !
advances o associated companies,
tess aliowance for doubthul receivables ¥ — ¥ 705,826 ¥ T11.427
Financiat Liabitities:
Long-term debdt, including current maturities —-— 281575 2875714
Derivative financial Instruments {Assets):
Inierast rate swaps 42,226 £04 404
Interest rate future contracts ’ 19,880 29 20
Currency swap agreements. and currency options 194,416 1.472 1,472
“Foreign exchaﬂge farwardg contragts 622,229 9,224 9,224
‘ Bond future contracts - 520 4 4
Jerivative Financial Instruments {Liabitities]:
lnterest rate swaps N 744,589 18,347 18,3567
Interest rate {uture contracts ) 50,259 11 11
Currency twap agregments, and currency oplions 143,986 .B,868 . 8,868
Foreign exchange forward contracts 291,766 -2,253 2,253
Bond fifure conlracts - - 65,548 301 301
) Millions of Yea
. Negtiopal Carryin | Fair
A% of March 31, 2009) amaeunt #Toun . value
Financiat Assets:
Mon-current trade receivables and
AVances 10 3550Cinted COMpPanies, -
less altowance for doustiut receivables ¥ — ¥ 4&RT714 ¥ 674267
Financiat Liabilities:
Long-term detbl, inclyding current maturities - - 2,652,185 2,664,913
Derivative Financial Instruments [Assets]:
interest rate swaps 849,758 32,4867 T Q2447
Currency Swap agreements, and currency splions 129 197 7.995 7,995
Foreign exchange forward contracis 10G.874 1,430 1.490
Derivative Financial instruments lL:aD:L:tues] )
interest rale swaps 125.821% 298 298
Currancy swap agreements, ana currency oplions 3B 683 1,870 1.870
7,173

Foreign exchangd forward contracls - T 610,412 -

7173

The‘ Compames global operation in a variety of businesses with diverse customers and suppliers

institutions with a certain credit rating or higher from .the international statistical credit rating

agency, in order to mitigate the credit risk exposure of derivatives with off-balance- sheet risk. Credit

I’lSk represents the possibility that the counterpames may be unable to perform under the terms of the

agreements. Management does not expect any material losses as a result of counterparty default on

ﬁnanc1al instruments. Credit risk is managed through the credlt line approved by management and

by momtormg the counterparties periodically. The Compames require collateral to the extent

con51dered necessary. -‘There was no maJor customer comprising more than 10% of the sales

transactlons with the Companies for the years ended March 31 2006 and 2005.
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21 NET INCOME PER SHARE

A reconciliation of the numerators and denominators of the basic and diluted net income per share

com}putatlons for the years ended March 31 2006 and 2005 is as follows:
i
b

; ) : Millions of Yen

' Income (Numerator) . . ) 2006 2005

\

Net income-basic . . ¥ 160,237 ¥ 85,073
i Effect of dilutive securities - : . _

Diluted ) 130.17 S 7282

! Net income-diluted ¥ 160,237 ¥ 85,073
‘ o Number of shares

. Shares (Denominator) R 2006 © 2005

:. Weighted—a\ferage shares-,basic 1 ,230,87 1,223 1 ,i678, 142,925
Dilutive effect of stock options . 110,759 54,334
‘ Weighted-average shares-diluted 1,230,981,982 1,168,197,259
Yen

: Net income per share: _ 2006 2005

- Basic ¥ 130.18 O ¥T72.83

iz

22, SEGMENT INFORMATION
Th:e Companies conduct business through the nine industry-based business segments as described in
Note 4 and two sets of reglonal operations; domestxc and overseas described as follows.

Domestlc Reglonal Business Umts and Offices—Domestic Regional Business Units and Ofﬁces
segment conducts domestic reglonal operations in three regional business units, focused in the
Kansal Chubu and- Kyushu Okmawa regions, and two other regional. offices. This region- focused.
operanon conducts business activities in all industry sectors based on their specnahzed knowledge of
th.f:ll region. The region-focused operation also works together on certain projects with the
industry based business segments in order to develop products’ and services that are more focused on .
that particular reglon

Overseas Subsidiaries and Branches—The Overseas Sub51d|ar1es and Branches segment includes
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- performance and determine the allocation of resources.

;ub‘.{iidiaries; ‘branches located throughout the world and representative offices in China, with the
larg(_fest operations in the ‘Americas, _Europe, China, and South East Asia. This region-foéused
ope}ation conducts business activities in all iridustry sectors'basedlon their specialized knlowledge of
the:; region. The region-focused operation also *works together on certain projects with the

industry-based business segments in order to develop products and services that are more focused on ™
l\ "

- that particular region.

.

Each business segment operates with a degree of autonomy in pursuing strategic goals, managing
ope:}'at-ions and ensuring--accountability. Each -bus‘inessA segmeﬁt also has its own planning and
adn?linistration department and separate financial reporting. The reportable segments are organized
based on the nature of products and services provided and on certain specific domestic and overseals )
region that oversee the business activities of all business in those regions. Segment financial

information is evaluated regularly by the chief operating decision _maker in order to assess

]
]
I
9 -
o

lnfénnation by operating segment for the years ended March 31, 2006 and 20(_)5 are summarized as

follows:
2004 ’ Mittisns of Yen
1l
;! ] . " Reveryes Grass profix” Net income AsSels ;:::;;ﬁ;:‘-'.
. Seament . ‘
Meial Products ¥ 345,350 ¥ 45376 ¥ 18,888 ¥ 562,844 - ¥ 1,466,038
Transpertation & Construction Systerns 703,360 . 127,544 19,800 1,037,044 1,682,400
Méchinery & Eleclri¢ . ’ 111,417 29,329 8,038 475,384 1,165,440
Media, Electronics & Network - 22,445 L7265 - 14,891 441,711 456,954
Lhernical . 80,301 | 38,483 5,409 C 243,214 412,551
Mineral Respurces & Energy 129,543 48,672 22,915 $18,16% 1,857,622
Consumer 5oods & Service 350,089 98,550 14,878 367,784 776,339
Maierials & Rea! Estate 148,485 54,230 12,416 587,683 453,084
Financial & Logistics 123,760 24,950 6,178 470,771 142,040
Domestic Regicnal Busingss Unils ang Qllices 75,474 41,089 5,343 426,773 -1,157,840
Overseas Subsidiaries and Branches 450,093 141,632 28,182 1,054,635 1,801,619
T oiGeament Total 2,630,737 714,320 156,938 6,384,214 11,391,927
Corporate and Eliminations . 149,324) 19,473) 3,299 327,680 11,055,662}
Consolidaied ¥ 2,581,411 ¥ 706,647 + ¥ 140,237 ¥ 6,711,894 ¥ 10,334,265
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2008: . : N Multions of Yen

Tolat trading

; Revenues Gross profht Net income Asseis transactiens®
Segment . .
Melal Produsts ¥ 238037 ¥ 40504 ¥ 13,294 . ¥ 472640 ¥ 1.0945%%
Transporistion & Construction Systems s 423313 113,243 13.500 874,470 1,571,179
Machinery & Elactric 124,264 2116 3836 457,367 1462 784
Media, Electronics & Nelwork . : §3.789 - 44,089 24848 3577 448,79
Chemical : 57,832 23,498 L6569 07234 923,677
Minersl Rasourcas & Energy ) ) 82,294 35,155 14,881 497,073 1,732,578
Consumer Goads & Sevice . 327,528 98,522 - 4,601 385,102 715,320
Materials & Real Estate 134083 33,672 Badl} 06,1327 . 385,420
Financial & Loqistics 108,341 i7.043 2,748 252,792 134,205
Domestic Regional Business Units and Offices $8.274 41,222 - 4,701 C 396,207 1.870.453
(verseas Subsidiaries and Sranthes - - 221,373 78.133 22,435 625,377 1.318,628

tSegment Total 2087,155 577,077 141,090 5.074,376 10,523,405
Corporate and Eliminations . [17.856) 113.947| 118,017} 455,751 (424,807

Consoligated ¥ 2049299 ¥ 563,130 ¥ 85073 ¥ 5533127 ¥ 9.8955%8
B . i ' .
Corporate assels consist primarily of cash and cash equivs-
lents and markstable securitfas maintained for generat

COrpQrale purposes.

*Torgd wading 1ransoCions raproBents 1he §ross ansscton volume of
wading activities, of tha nominal agpregate value of the transactions
{or which the Companies sct as principel or as agent. Tetnl trading
{ANEICUCAS i3 O MAssLrs commonly usad by Japaness vading com.
parces. ftis not 1o be consvuad 83 equivalent 10, o 2 substitiee for,
sales o revenuss ynder .S, GAAP. ' .

Transfers betwoen segments are made at anm'sHength prices.

Gec’}igraphic information:

?006{

Millions of Yen
ik .
] Revenues " Long-lived assets
Japan ¥ 1,308,055 ¥ 473,578
Asia . 195,007 30,767
North America: ’ j
LAY 533,309 250,740
¥ Other 122,953 14,623
Europe 296,228 122,229
Other 125,859 79,540
¢ Total ¥ 2,581,411 ¥ 1,173,477
?095: Millions of Yen
Revenues Long-lved assels
Japan ¥ 1,182,592 ¥ 546,031
Asia T146.541 23,041
North Ameérica: ’
i US. -267,088 B2.667
i Other 90,473 12.868
Europe 249.233 101,904
Other ‘115,372 62,284
T Totat ¥ 928,797
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23 FOREIGN EXCHANGE GAINS AND LOSSES

"

Transaction gains and losses resulting from translating assets and liabilities denominated in a
currency other than the functional currency of the reporting entity or from settling such items are -
included in earnings as they arise. Net foreign currency transaction losses of ¥6,945 million and

gainis of ¥2,097 million were included in the determination of net income for the years ended March
31, :i20f)6 and 2005, respectively.

24 'LEASES
i
As Lessor
The,Companies lease vehicles, vessels, service eduipmem, and others under arrangements which are

clas:Siﬁed as direct financing leases under SFAS No. 13, “Accounting for Leases.”
i .
Net: investments in direct financing leases at March 31, 2006 and 2005, included in

P ) . . . .
“Receivables—trade” and “Long-term receivables” in the accompanying Consolidated Balance

Shcfats, are as follows:

L . . " Millions of Yen -
4 ,

i ) ' . 2006 2005

Futire minimum lease payments ¥ 204,349 ¥ 197,843
_Unguaranteed residual value . 5,594 £.953
LLess: unearned income 123,263) [23.143)

Net investments ¥ 184,680 ¥ 179,653

¢ ’
¥

The Compames also lease aircraft, office buildings and other industrial propertles and equipment to
thlrd pames under cancelable and non-cancelable operating leases. As.of March 31, 2006 and 2005,
the | cost of the leased property was ¥522, 399 million and ¥500 ,096 million, respectively, and the
accumulated depreciation of that was ¥185,931 million and ¥177,792 million, respectively, and these
are mcluded in “Property and eqmpment” and “Goodw1l] and other intangible assets™ (see Notes 12
and 13)

)

Futare minimum lease payments to be received as of March 31, 2006 are as follows:

ks
[}
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Millions of Yen

i . ' | Direct

Year encing March 31, . . financing leases Operating leases ' Total

. 2007 ' ¥ 62488 ¥ 54950 ¥ 117438
2008 51174 41,247 92,421
2009 - _ > 36,636 28,813 - 65,449
2010 : ' 25,356 21,553 © 46,909
2011 ' 12,636 15,399 28,035
2012 and thereafter 14,059 24,523 40,582 -

CTotal | ¥ 204349 ¥ 186.485 ¥ 390.834

As :[Lessee
For the year ended March 31, 2006, the companies sold the corporate headquarter building (Harum1
Tnton Square Office Tower Y) for ¥86,000 million and leased back for a period of ten years. The
lease was classified as an operating lease and the gain equivalent to the present value of the future
minimum lease payment resulting from the sale-leaseback transaction was deferred and is
recogmzed over the lease payment |

The Companies lease office space and certain other assets under ¢ancelable and non-cancelable
operating leases. Total rental expenses under such cancelable and non-cancelable leases for the years
end%d March 31, 2006 and 2005 were ¥38,966 million and ¥28,022 million, respectively. Certain
‘lea:-{e contracts for equipment are classified as capital leases in conformity with SFAS No. 13 and are
capitalized on the accompanying Consolidated Balance Sheets and included in “Property and
equ;fpment” (see Note li). )
As of March 3 1, 2006, the future minimum lease payments under capital lease and non-cancelable

opefating leases are as follows:
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Millions of Yen

Non-cancelable

. Capital leases : Total

: Year ending March 31, : ) operating teases

: 2007 ' - ¥ 20,481 ¥ - 40,595 ¥ 61076
2008 S ' 17,273 39,049 - 56,322
2009 ' 13,696 33,596 47.292.
2010 : : 10,142 . 31,192 41,334
2011 . 6,146 28,595 34,741
2012 and thereafter . 7.060 . 280,733 207.793

! - 74,798 373,760 448,558

Less: amount representing interest (6,931)

¥ 67,867
25 'COMMITMENTS AND CONTINGENT LIABILITIES -

(l)Commltments T
The Companies customarily enter into long-term purchase commitments for certam items,
prlnimpally ocean transport vessels and mdustry materials, elthcr at fixed prices or at basic purchase
prices adjustable to market. Such purchase commitments-are_in most instances matched with
coﬁﬁter—paﬂy‘ sales contracts. Long-term purchase contracts at fixed prices or at basic purchase
pnces adjustable to market amounted to ¥639,443 million as - of March 31, 2006. Scheduled
dellvenes are at various dates thr()ugh 2012, ' ' '
'I‘he Companies also had long-term financing commitments of ¥21 ,005 m1lllon as of March 31,

2006 for loans and mvestments in equity capital.

i
u

(2)::Guaran'tee's
Thé' Companies eh'ter into various guarantee agreements. These agreements arise in tfansactions '
related to enhancing the credit standings of assoclated compames suppllers buyers and employees,
and residual values on operating leases.

F[N 45 requires that the Companies recognize the fair value of guarantee and indemnification
arrangemems issued or modified after December 31, 2002, if these arrangements are within the
scope of the Interpretation. The carrying amounts of the liabilities recognized for the Companies’
obljigations as a guarantor under those guarantees as of March 31, 2006 were iqsigniﬁcam.

The following table provides the undiscounted maximum amount of potential future paymént§ for

eac:'h' major group of guarantees:
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. A5 of March 31, 2004: R : . ’ . Hidiens ol Yen

Discounted trade notes raceivable with banks L ¥ 4146%1
Guarantees of indebtedness: :
Associaled companies 35,041
Third parties . ) 37,174
[Empiloyees - 4,692
Résidual value guarantees . 13,300
Total . - T¥ 131,898

(i) ??Discounted Trade Notes Receivable witit Banks

The Companies are contingently liable for trade notes receivabl‘e sold to banks on a discounted basis
w_itlft recourse to the Companies. These notes arise mainly from export transactions and mature
threugh 2007. If an issuer of a note defaults on its payment, the Companies would be required to pay
the [banks for any loss. ¥31,503 million of discounted trade notes receiyable otltstanding as of March
31, '.2006 was covered by letters of credit, whereby other banks would be required to pay for any
defaults by the issuers of the notes. The Companies provrded an allowance for losses of ¥72 million
as of March 31, 2006 in “Other current liabilities” in the accompanying Consoltdated Balance Sheets

. for estlmated losses on the discounted trade notes recelvable

(ii):fz Guarantees of Indebtedness for Associ_ated Companies

The' Companies provide guarantees on certain of their associated companies” borrowings from banks,
payfi:ableS to suppliers and other indebtedness. These guarantees mature through 2021. Guarantees
wit;ﬁ third party guara{ttee aggregated ¥726 million as of March 31, 2006. The Companies would be

obligated to reimburse the banks for losses, if any, if a borrower defaults on a guaranteeti loan.

n
=i

(m) Guarantees of Indebtedness for Third Parties

'I‘he Compames also provide guarantees of indebtedness for third parties. These guarantees are
arranged mainly with suppliers and customers and mature through 2015. The Companies must pay if
" a guaranteed party defaults on a guaranteed indebtedness. Guarantees with third party guarantee
aggregated ¥1,340 million as of March 31, 2006. Certain of these guarantees are also collateralized

by | borrower assets.

(iv) Guarantees of Indebtedness for Employees

The Compames offer guarantees to banks for housing loans of employees as employee benefit. The
maxlmum maturity of the guarantees is 25 years. The Companies would be obligated to reimburse
the‘ bank for losses, if any, if the employee defaults on a guaranteed loan. These guarantees are

collateralized by the housing units related to the loans.
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o (v) ‘Residual Value'Guarantees

4

I ' ‘ .
The'Companies also provide residual value guarantees to owners of transportation equipment leased

by tliird parties under operating leases to compensate for the gap between fixed prices. and actual

dlsposal proceeds on dates specified in these contracts. These spec1ﬁed dates ranged from years '

2012 to 2015 as of March 31, 2006. If the actual dlsposal amount of the equipment is less than the
guall'anteed value on the specified date, the Compames will be requnred to compensate for the
shortfall so long as obligations by the lessee under the contract are satisfied. The current estimated
fhture values of such transportation equtpment are higher than the guaranteed values, and,
accordmgly, no allowance has been prowded as of March 31, 2006.

Management does not antncnpate incurring losses on the above eommltments and guarantees in

‘ excess of established allowances.

(3)'&Litigation
() Copper Trading thlgatlon

! ’ As for the status of a variety of litigation resulting from unauthonzed copper trading by a former

. employee of the Company which was discovered in June l996 the Company reached a settlement
wnth the plaintiff of a class action suit in ‘Canada in ‘which the Company is involved as a defendant in
December 2005 and a Canadlan court approved the settlement on June 19, 2006. As for one
| mdmdual lawsunt in the U. S on February 6, 2006, the Court of Appeals for the Seventh Circuit
| 'afﬁrmed the decnsmn by the Wisconsin federal court, whlch granted the motion to dismiss the case,
and this decision became final and conclusive as of May 9, 2006 as .the plamtlff made no further
appeals to.the Supreme Court. .

Settlement paid and related attorney fees incurred for the year ended March 31, 2006 were
mcluded in “Settlements on copper trading litigation” in the accompanying Consolidated’ Statements

of lncome ) i
The Company and UBS AG (headquarters: Sw1tzerland) reached a settlement of a lawsuit filed by
the Company against UBS AG in relation to the illicit copper trading by a former employee of the
Company in the Tokyo High Court on April 7, 2006. Under the settlement, UBS AG, without any
admlssmn of wrongdoing or unlawful act, paid the Company'the full amount of ¥10 billion on April

27, 2006, which will be recognized in the year.ending March 31, 2007.

Alll litigation resulting from the unauthorized copper trading in which the Company was involved ‘

as aj party other than the Iitigation mentioned above had been resolved by March 31, 2005. ’

(ii)" nOther nganon

In addttlon to the situation descnbed in the precedlng paragraph (i), the Companles are also 1nvolved
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S v

in certain legal actions and claims incidental to its business. In the opinion of management, none of

thes‘(;a actions or claims will have a material adverse effect on the financial position on result of
-opefations of the Companies. '

i . o ' .
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(V)nj} [Supplementary Information]

a '[Detgils of Bonds Issued]

: ', Please see Note 14 in the Notes to the Consolidated Financial Statements.

[Detail.s of Borrowings]

J‘ Please see Note 14 in the Notes to the Consolidated Financial Statements,
i . N . .
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i[Non-Corporation Organization]

"NIA
{:

I
I

i[Individual]

/N/A
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HL [Breakdown of Share Certlﬁcates etc. Owned and/or Traded by the

Tender Offeror and Spemally Related Partles]

3
i

1 5;'[Bl‘eakd0wn of Share Cerﬁﬁcates etc. as of the Date Hereof]

[ [Total Number of Ownershlp of Share Certificates, etc. by the Tender Offeror and/or,

lSpeclally Related Partles]

~

t;

¥

i)
4l
1
7
u
i

i
“

Number of Share

Certificates, etc. Owned

Number of Share '

Certificates, etc. Provided

in Article 7, Para“graph 3,

Item 2 of the Enforcement

Number of Share
Centificates, etc. Provided

in Article 7, Paragraph 3,

Item 3 of the Enforcement

4
i
B

Certificates, etc. Owned

Cemficates ete. va1ded
in Article 7, Paragraph 3
ftem 2 of the Enforcement

Order

5 " Order ] Order
Shai“e Certificates” 16,016,978 shares -
Warrant Instrument - - -
Cert_lﬁcates with nghts to

3 ; . . 79,100 - -
Acquire Shares ‘
Certlﬁcates of Bond with Rights
to Acqulre Shares ‘
-Dep051tary Recelpts for Shares,

| etc.: '

Tota] . 16,096,078 - -
Total Number of Share )

i 16,016,978 - -
Certificates, etc. Owned
(Total Number of Latent Share '

i {79,100} - .
Cerglﬁcates, etc.)
@ [Total Number of Ownershlp of Share Certificates, etc. by the Tender Offeror]

:1 Number of Share Number of Share Number of Share

Certificates, etc. Provided
in Article 7, Paragraph 3,
Item 3 of the Enforcemient

Order

Sha'.lfe Certificates

15,714,003 shares

Waf_i'am Instrument

Ce,rfiﬁcates with Rights to
Acquire Shares p

C_er;t_iiﬁcates of Bond with Rights

[
]
4
it
i
d

4
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to }{cquire Shares

Def;ositary Receipts for Shares,

etc.
Total 15,714,003 . .
Total Number of = Share ' '

v - 15,714,003 - -
Certificates, etc. Owned _ .
(To-'t‘al Nur.n'ber of Latent Share : O

. Ceriiﬁcétes, etc.)

3) :?tTotal Number of Owhefship of Share Certificates, etc. Owned by All Specially Related

j;:j?Pani\es]
I' Number of Share Number of Share Number of Share

. {’ Ceniﬁcates, etc. Owned Certificates, etc, Provided | Certificates, etc. Provided
. in Article 7, Paragraph 3, | in Article 7, Paragraph 3,
f .

Item 2 of the Enforcement

Order

Item 3 of the Enforcement

Order -

Shq}e Certificates

302,975 shares

Warrant Instrument

e

Certificates  with Rights to '

o 79,100 - -
Acquire Shares
Ceﬁiiﬁcates of Bond with Rights
to /-gcquire Shares , ) )
De;;ositary Receipts for Shares,
etc.:’ ) ) '
Total _ 382,075 . -
Total Number of  Share C

. : 302,975 - -
Certificates, etc. Owned
(To}a] Number ‘of Latent Share '

[~ 0 - (79,100 . .

Certificates, etc.)

i

i

i

b ;

11




(4) [Breakdown of Share. Certificates, etc. Owried by Each of All Specially Related Parties]

I

$)] .‘;[Description of Each of Specially Related Parties which Qwns Share Certificates, etc.]

-| Name Sumisho Lease Co., Ltd.
Adﬂn%ss 4-5-33, Kitahama, Chuo-ku, Osaka
OccuﬁationfBusiness Description Leasing ! .
Makoto Nakamura,

. Conlﬁcl Number

General Manager, Finance Departlment
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 — 5000)

Rel al‘ionghip to the Tender Offeror

The Target Company, which is a special capital related

affiliate of the Tender Offeror

1
b

Name

Hideki Yamane

Address

4-5-33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

Representative Director, President & CEO

Contact Number

Makoto Nakamura, )

General Manager, Finance Department ‘
Sumitomo Corporation .

1-8-11 Harumi, Chuo-ku, Tokyo
(Contact ].\Io.: (03) 5166 — 5000)

Relat.iionship to the Tender Offeror

¢

'| Officer of the Ta.rgei Company, which is a special
-capital related affiliate of the Tender Offeror

Namj;

Tadahiko Mizukami

Address-

4-5-33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

Representative Director, Executive Vice President

Contact Number

i

!
»

b
d
(;
i

Makoto Nakamura,
General Manager, Finance Department

Sumitomo Corporation

| 1:8-11 Harumi, Chuo-ku, Tokyo

(Contact No.: (03) 5166 — 5000)

Relationship to the Tender Offeror

I
i
[}

Officer of the Target Company, which is a speciai
capital related affiliate of the Tender Offeror

C1e




’ Namé

Minoru Tanaka

Address

| 4-5-33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

i
4
it

Representative Director, Senior Managing Executive
Officer

0
Contact Number

5

Makoto Nakamura,

General Man;clger, Finance Department
Sumitomo Corporation '
i-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 — 5000)

Rc!at;onship to the Tender Offeror

Officer of the Target Company, which is a special
capital related affiliate of the Tender Offeror

Namé:

Norihisa Kodera

. Addrg_ss

4-5-33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

Representative Director, Senior Managing Executive

Officer

Contz:;ct Number
)

n
®

Makoto Nakamura,

General Manager, Finance Department

Sumitomo Corporation } _ ,'
1-8-11 Harumi, Chuo-ku, Tokyo

{Contact No.: (03) 5166 — 5000)

Rela{ionship to the Tender Offeror

h
i}

Officer of the Target Company, which is a special:

.| capital related affiliate of the Tender Offeror

Name

Koichi Kaneko

Address

4-5.33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

Senior Managing Executive Officer

Contact Number

i

Makoto Nakamura,

é]eneral Manager, Finance Department
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 —~ 5000)

Relat‘llonship to the Tender Offeror

Officer of therTarget Company, which isa special
capital related afTiliate of the Tender Offeror
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Name

Takashi Okamoto

Address

| 4-5-33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

Director, Managing Executive Officer

Contact Number

)

&

Makoto Nakamura,

General Manager, Finance Department
Sumitomo Corporation -

1-8-11 Harumi, Chuo-ku, Tokyo

.| (Contact Ne.: (03) 5166 — 5000)

Relai:ionship to the Tender Offeror

Officer of the Target Company, which is a-special,

capital related affiliate of the Tender Offeror

Namwe

Hakobu Kojima

Addfess

4-5-313, Kitahama, Chuo-ku, Osaka '

Occupation/Business Description

Director, Managing Executive Officer

Com:jacl Number

1
0

t

)

i

Makoto Nakamura,

General Manager, Finance Department”
Sumitomo éorporatiqn '
1-8-11 Harumi, Chuo-ku, Tokyo .
(Contact No.: (03) 5166 — 5000) .

Relaiionship 10 the Tender Offeror

Ll

Officer of the Target Company, which is a spécial
capital related affiliate of the Tender Offeror

Name

Hisao Hokiguchi_

Addfess

4-5-33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

Director, Managing Executive Officer

Contact Number
h

Makoto Nakamura, ‘

General Manager, Finance Department
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 — 5000)

i

Officer of the Target Company, which is a special
capital related affiliate of the Tender Offeror

Yoshikatsu Shimizu

4-5-33, Kitahama, Chuo-ku, Osaka
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b
i

Occu_f;ation/ Business Description

Contact Number

Director, Managing Executive Officer
Makoto Nakamura, ‘

General Manager; Finance Depaml{ent
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, To!cyo

| {Contact No.: {03) 5166 - 5000)

Rclalionship to the Tender Offeror

Officer of the Target Company, which is a special
capital related affiliate of the Tender Offeror

Namf:

Fumio Teshima

Addr:::ss

4-3-33, Kitahama, Chuo-ku, Osaka

OccufpationlBusiness Description

Director, Managing Executive Officer

Conlz_:ict Number
i
i@

Makoto Nékamura,

General Manager, Finance Department
Sumitomo Corporation

1-8-11 Harumi, Chpo-ku, Tokyo
(Contact No.: (03} 5166 — 5000)

Relationship to the Tender Offeror

Officer of the Target Company, which is a special
capital related affiliate of the Tender Offeror

i
o

Nam;-.

Seisaku Asahara

Addfess

4-5-33, Kitahama, Chuo-ku, Osaka -

Occupation/Business Description

Executive Officer

Contact Number
[

Makoto Nakamura, .
General Manager, Finance Department

Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo

{Contact No.: (03) 5166 — 5000)

. Re]a{ionship to the Tender Offeror

it

Officer of the Target Company, which is a special
capital related affiliate of the Tender Offeror

§
i

Nénie

M_asafunii Numoto

Add'f'ess

4-5-33, Kitahama, Chuo-ku, Osaka

Occ{;pation/Business Description

Executive Officer

Con{act Number

Makoto Nakamura, o
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General Manager, Finance Department
Sumitoﬁo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 — 5000)

Relaliicmship to the Tender Offeror

Officer of the Target Company, which is a special
capital related affiliate of the Tender Offeror

) Name

Masatoshi Inada

Addti’.ss

4-5-33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

Executive Officer

Contact Number

Makoto Nakamura,

General Manager, Finance Department
Sumitomo Corporation ‘

1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 - 5000)

Rela{_ionship to the Tender Offeror

Officer of the Target Company, which is a special

capital related affiliate of the Tender Offeror

If +
K

Nam_‘é

Kenji Sakata

Addlléss

4-5-33, Kitahama, Chuo-ku, Osaka’

OqcﬁpationfBusiness Description

Executive Officer

Conlécl Number
t

Makoto Nakamura,

General Manager, Finance Department
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 — 5000)

Relai'ionship to the Tender Offeror

Officer of the Target Company, which is a special

capital related affiliate of the Tender Offeror

.

el
Name

Masanori Matsubayashi

Address

4-5-33, Kitahama, Chug-ku, Osaka

i . -
Occupation/Business Description

| Executive Officer

Contact Number

Makoto Nakamura, ‘
General Manager, Finance Dépaftmeht

Sumitomo Corporation
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1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 — 5000)

Re]ati:onship to the Tender Offeror

Officer of the Target Company, which is a special -

capital related affiliate of the Tender Offeror

Namlc

Yasuo Nushibara : g

Addré".ss

| 4-5-33, Kitahama, Chuo-ku, Osaka

Occupation/Business Description

| Standing Corporate Auditor

Conu;ct Number

i
i
!
.

Makoto Nakamura,

General Manager, Finance Department
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo
{Contact No.: (03) 5166 — 5000)

Rclaﬁonship to'the Tender Offeror

Officer of the Target Company, which is a special
capital related affiliate of the Tender Offeror '

i

| Name Shinichi Hori
Address 4-5-33, Kitahama, Chuo-ku, Osaka
OccupationfBusiness Description .C'orp()rate Auditor
Makoto Nakamurﬁ,

Conu;ct Number

General Manager, Finance Department

| Sumitomeo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo -
{Contact No.: (03) 5166 - 5000)

v

Relationship to the Tender Offeror

§

Officer of the Target Company, which is a special

0
It
J

capital related affiliate of the Tender Offeror

The Shinko Sugar Co., Ltd.

Name

Address | 6-8-19, Imafuku-nishi, Jyoto-ku, Osaka
Occupation/Business Description Sugar Refining

Cout:'z:icl Number Makoto Nakamura,

General Manager, Finance Department
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 — 5000)
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Rclalﬁmship to the Tender Offeror

Special capital related affiliate of the Tender Offeror

Name

Takahiro Tanimoto

Addréss ~

2270 Hirai, Kashima, Ibaraki
(address of Kanpoo Steel Kogyo Kabushiki Kaisha)

Occupation/Business Description
L

Representatwe Director,

Kanpoo Steel Kogyo Kabushiki Kaisha

| Contact Number

N
i

Makoto Nakamura, _
General Manager, Finance Department
Sumitome Corporation

1-8-11 Harumi, Chuo-ku, Tokyo -
(Contact No.: (03) 5166 ~ 5000)

Relali;onship to the Tender Offeror

1 Officer of a special capital related affiliate of the

Tender Offeror . -
Name Shigeki Sato
Address 3-24-1, Kanda-nishiki-cho, Chiyoda-ku, Tokyo

.| (address of Sumitex Company Limited)

Occupation/Business Description

Corpbrate Auditor,

Sumitex Company Limited

Contzl':ct Number

Makoto Nakamura, S
General Manager, F{nance Department
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku; Tokyo
(Contact No.: (03) 5166 — 5000)

Relafionship to the Tender Offerer

b
v

Officer of a'épecia] capital related affiliate of the
Tender Offeror

| Name

Susumu Fukada

Address

t

1-8-12, Harumi, Chuo-ku, Tokyo

(addl‘éss of Summit Agro International Lid.)y

Occupation/Business Description

Director,

Summit Agro International Ltd.

Contact Number

Makoto Nakamura,

General Manager, Finance Department
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Sumitomo Cor'poratiOn o
1-8-11 Harumi, Chuo-ku, Tokyo
(Contact No.: (03) 5166 — 5000) -

Re]aﬁonship to the Tender Offeror

Officer of a special qaﬁital related affiliate of the
Tender Offeror

i

Name

Masaru Aoyagi -

Address

1-11-16, Nishi-nakajima, Yodogawa-ku, Osaka

(address of Summit Showa Aluminum Ltd.)

Occupation/Business Description

Representative Director,“President,

Summit Showa Aluminum Ltd.

Cont%ict Number
i3

Makoto Nakamura,

General Manager, Finance Department
Sumitomo Corporation

1-8-11 Harumi, Chuo-ku, Tokyo
{Contact No.: (03) 5166 - 5000)

OfTicer of a special capital related affiliate of the
Tender Offeror_ -
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(i) :‘[Number of Share Certificates, etc. Owned by Each of Speéially Related Parties]

'

N
Sur{;isho Lease Co., Ltd.

Number of Share

Certificates, etc, Owned

Number of Share
Centificates, etc. Provided

in Article 7, Paragraph 3,

1 Item 2 of the Enforcement

" Order

Number of Share
Ceniﬁcat'es, etc. Provided
in Article 7, Paragraph 3,
Item 3 of the Enforcement

Order

Sha:fife Certificates

183,627 shares

it
| Warrant Instrument

Ce&iﬁcates‘ with Rights to

Acciuire Shares

Ceﬁiﬁcates of Bond with Rights

to Acquire Shares

Defjositary Receipts for Shares,

etl::.'=I

l Tot?ll

183,627

TotEn] Number of -Share

Cerﬁﬁcates, etc. Owned

183,627

(Total Number of Latent Share

Ceﬁiﬁcates, etc.)

¢)

-Hidéki Yamane

Number of Share

. Certificates, etc. Owned

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,

Item 2 of the Enforcement

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,

[tem 3 of the Enforcement

' Order Order
Share Certificates i 7,977 shares -
Warrant Instrument - - -
Certificates with Rights to '

- 11,000 - -
Acquire Shares .

i

Ce&iﬁcates of Bond with Rights

to é\cquire Shares

Depositary Receipts for Shares,
etc.
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Cemﬁcates ete.)

Tot@l - 18,977 - -

Tot%'al ‘Number, of  Share’ '

Ceriiﬁcates, etc. Owned 79 ) )

(Tofal Number of Latent Share .

: (11,000) - -
| Certificates, etc.) .
: (Note) Among the Number of Share Certificates, 577 shares held by the director ownership
. . assocnatlon are included (rounded down to the next whole number)
- Tadahiko Mizukami :

:. ) Number of Share Number of ‘Share' Nu‘mber of Share
Certificates, etc. Owned | Certificates, etc. Provided | Certificates, etc. Provided
: in Articie 7, Pomgrabh 3, | inAnicle 7, Paragraph 3, ©
fi Itetn 2 of the Enforcement | ltem 3 of the énforcement
:, Order’ . Order

Share Certificates * 28 shares -

Wafl%rant Instrument - - . -

Certificates  with Rights to

Acquire Shares ) T )

Certlﬁcates of Bond wnh Rights .

to Acqutre Shares ) ) )

' Depositary ‘Receipts for Shares, | .

etb,:f ) ) )

Total 28 - -

Total . Number of  Share : .

Cemﬁcates etc. Owned 2 ) , )

(Total Number of Latent Share o .

7(Note) Among the Number of Share Cemﬁcates 28 shares held by the director ownership

association are mcluded (rounded down to the next whole number).

1

Mif;oru Tanaka

Number of Share

Certificates, ete, Owned

Number of Share

Cenificates, etc. Provided

in Afticle 7, Paragraph 3,

Ttem 2 of the Enforcement

Order

Number otl' Share
Certificates, etc. Provided
in Article 7, Paragraph 3;
Item 3 of the Enfnrcemem_

Order

] PP
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Shél"re Certificates

‘4,148 shares

Celj;tiﬁcates, etc.)

Wa_li}:n'ant Instrument - - -
Cer;iﬁcates with Rights to _

W . 7,000 - -
Acquire Shares .
Ceriiﬁcat_es of Bond with Rights
to écquire Shares
Depositary Receipts for Shares,
etc._{
Total 11,148 . .

| Total  Number of Share .

: 4,148 - -
Certificates, etc. Owned
(Total Number of Latent Share

(7,000) . -

(Néte) Among the Number of Share Certificates, 248 shi_a.res held by the director ownership

1

NoFihisa Kodera

i association are included (roundéd down to the next whole number).

Number of Share

Certificates, etc. Owned

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,.

Item 2 of the Enforcement

_ Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,
ftem 3 of the Enforcement

Order

1 ) Order

Share Certificates 12,802 shares -
Wa}rant Instrument - - -
Ceftiﬁcates with Rights to

; N 6,000 - -
Acquire Shares
Certificates of Bond with Rights )
to é\cquire Shares
Deposifary Receipts for Shares,
etcﬁ :
Total 18,802 - .
Tofal Number of  Share '

. 12,802 - -
Certificates, etc. Owned
(Total Number of Latent Share :

' : (6,000) - -

Certificates, etc.)

(N‘é)te) Among the Number of Share Certificates, 97 shares held by the
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;  association are included (rounded down to the next whole number).

i
P

Koijéf:hi Kaneko

1}
3
i

3
;

[

Number of Share

Certificates, etc. Qwned

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,

Item 2 of the Enforcement

Nurnber of Share
Centificates, etc. Provided

in Article 7, Paragraph 3,

Item 3 of the Enforcement |

Certificates, etc.)

o . Order Order

Shai'e Certificates ' 6,826 shares -
Warrant Instrument - - -
Certificates  with Rights to .

0 6,100 - -
Acquire Shares .
Certificates of Bond with Rights
to quui're Shares o
Deﬁbsiimy Receipts for Shares,
etc. , ' )
Total 12,926 - -
Total Number of Share

L 6,826 ' - -
Certificates, etc. Owned -
(Total Number of Latent Share

! (6,100) - -

(Not:e) Among the Number of Share Certificates, 326 shares held by the director ownership

il
il
it

i

Takéshi Okamoto

association are included (rounded down to the next whole number).

I " Number of Share Number of Share Number of Share
ﬂ : Centificates, etc. Owned | Centificates, etc. Provided | Centificates, etc. Provided
) |: inArticle 7, Paragraph 3, | inArticle 7, Paragraph 3,
!) Item 2 of the Enforcement | Item 3 of the Enforcement
IL [ 7 - Order Qrder
Sha;e Certificates 3,265 shares -

War;'r:ant Instrument

Certiﬁcates with Rights to

Acqi_: ire Shares

6,000

Cer{_iﬁcatgs of Bond with Rights

to Acquire Shares
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Deﬁositary ‘Receipts: for Shares,

etc.’
“Total 9,265 - -
Total Number of  Share .

' 3,265 - -
Certificates, etc. Owned
(Total Number of Latent Share

: (6,000) - -

Certificates, etc.)

(Nd:ie) Among the Number of Share Certificates, 65 shares

-Hak:obu Kojima

association are included (rounded down to the next whole number).

held by the director ownership

"

Number of Share

Certificates, etc. Owned

Number of Share
Centificates, etc. Providéd

n Article 7, Para;graph 3,

Item 2 of the lg.nforcement )

Number of Share
Certificates, etc. Provided

in Anic;le 7, Paragraph 3,

"Item 3 of the Enforcement

Certificates, etc.)

i Ordf;r " Order
Sha};e Certificates 7,178 shares -
Wafiant Instrument - - -
Certificates  with 'Rights to : -
W ' 5,500 - -
Acquire Shares
Cergiﬁcatés of Bond with Rights
to Acquire Shares ) ] )
Deﬁbsitary Receibts for Shares,
etc.’ ) )
| Total - _ 12,678 . - -
Total - Number of Share
[ 7,178 - -
Certificates, etc. Owned
(Total Number of Latent Share '
-(5,500) - -

(No‘_te) Among the Number of Share Certificates, 78 shares held- by the director ownership

‘association are included (rounded down to the next whole number).

o

Hisao Hokiguchi

Number of Share

Certificates, etc. Owned

- Number of Share

Certificates, etc. Proyu:déd

" in Article 7, Paragraph 3,

Number of Share
Certificates, etc. Provided

in Article 7, Paragraph 3,
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|

item 2 of the Enforcement

Order

Item 3 of the Enforcement

" Order

Share Certificates

1,000 shares

Wafrant Instrument

Cer%iﬁcates with  Rights to

Achuirc Shares

5,000

Certificates of Bond with Rights

to Acquire Shares

Depositary Receipts for Shares,

etc.

)i
Total

6,000 |

Total . Number of  Share

Certificates, etc. Owned

1,000

.(Tofal Number of Latent Share
.Ce&iﬁcatcs, etc.)

(5,000)

L

j
§

Yoshikatsu Shimizu

Number of Share

Centificates, etc. Owned

Number of Share
Certificates, etc. Provided
in Articte 7, Paragraph 3,

Ttem 2 of the Enforcement

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,

Item 3 of the Enforcement

Certificates, etc.)

k Order Order
Sha:;e Certificates 5,795 shares -
Wairant Instrument ' - - .
_Certificates with Rights to
.. 5,000 - -
Acquire Shares
Celﬁtiﬁcates of Bond with Rights '
to Acquire Shares ) )
Defjositary Receipts for Shares,
etc.
“| Total 10,795 - -
Total Number of  Share
o : 5795 . - -
Certificates, etc. Owned .
(Total Number of Latent Share
i ' (5,000) - -

(Nc;te) Among the Number of Share Certificates, 95 shares 'held by the director ownership

H ' . ’

125




f .

§ association are included {rounded down to the next whole number).

Number of Share -

Certificates, etc. Owned )

Number of Share

Centificates, etc. Provided

" inArticle 7, Paragraph 3,

Item 2 of the Enforcement

© Qrder

Number of Share '

Cerntificates, ete. Provided
in Article 7, Paragraph 3,
{tem 3 of the Enforcement

Order

Share Certificates

4,221 shares

Wail:'ram Instrument

Certificates  with Rights to

Ceﬁiﬁpates, etc.)

- 5,000 PR -
Acquire Shares
Celf;tiﬁcates of Bond with Righis
to Acquire Shares . ) -
Deﬁositary Receipts for Shares, | ~
etc.:;- ' -

{ Total A . . 9,221 - -

'I‘ot_‘afll' Numbei  of  Share

. ' 4,221 - -
Certificates, etc. Owned
(Total Number of Latent Share .

i (5,000) - -

(N(:jte)' Among the Number of Share Certificates, 321 shares

association are included (rounded down to the next whole number).

I

1

held by the director ownershib

Seisaku Asahara

I

Number of Share

Certificates, etc. Owned .

Number of Share
Certificates, etc. Provided

in Article 7, Paragraph 3,

.| Item 2 of the Enforcement

Order

Number of Share
Centificates, etc. Provided
in Article 7, Pamgl‘ai)h 3,
Item 3 of the Enforcement

Order

Share Certificates

5,702 shares

]
Wai'ranl Instrument

Certificates with Rights to

Acquire Shares

5,000

Ce%}tiﬁcates of Bond with Rights

to Acquire Shares




D_e‘;j:ositary Receipts for Shares,

etc.ji
Total 10,702 - -
Totjiil " Number of  Share
h 5,702 - )
Certificates, etc. Owned i
. (Tojial Number of Latent Share

1 .
Certificates, etc.)

"(5,000)

_CN&:-te) Among the Number of Share Certificates, 91 shares held by the director ownership

I
M

o

i .
Masafumi Numoto

association are included (rounded down to the next whole number).

Number of Share

Certiftcates, etc. Owned

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,
Item 2 of the Enforcement

. Order

Number of Share
Centificates, etc. Provided
in Article 7, Paragraph 3,
Ttem 3 of the Enforcement

. Order

‘ Shé:1"e Certificates

5,991 shares

‘ Wdhmt Instrument

Certificates with Rights to '

; 2,500 - -
Acquire Shares .
Certificates of Bond with Rights
to Acquire Shares . . ]
Deposité.ry Receipts for Shares,
etc! _ ) )
Total _ . 8,491 R .
Total Number of  Share | -

" 5,991 . .

Certificates, etc. Owned ’
(Total Number of Latent Share

' 2,500y . - -

'Cegi'tiﬁ'cates, etc.)

(NQte) Among the Number of

Share Certif"ncates, 91 shares held by the director ownership

association are included (rounded down to the next whele number).

Maﬂsatoshiinada

r

;

Number of Share

Certificates, etc. Owned

Number of Share
Ccniﬁcates, ;:tc. Provided

in Atticle 7, Paragraph 3,

Number of Share
Certificates, etc. Provided

in Article 7, Paragraph 3,
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Item 2 of the Enforcement

Order

Item 3 of the Enforcement

Order

Shajfe-Ceniﬁcates

2,741 shares

Warrant Instrument

Certificates” with Rights to

- - 4,500 - -
Acquire Shares )
Certificates of Bond with Rights
to Acquire Shares
Depositary Receipts for Shares,
etc.!
Total 7,241 - -
Totéil Number of  Share
L 2,741 - -
Certificates, etc. Owned S
(Total Number of Latent Share
: (4,500) - -

Certificates, etc.) '

4

(No'ie) Among the Number of Share Certificates, 141 shares held by the director ownership

Kenji Sakata

association ‘are included (rounded down to the next whole number).

i

"
W
) én
i

Number of Share

Certificates, etc, Owned

Number of Share
Certificates, etc. Prqv'tded
in Article 7, Paragraph 3,
[tem 2 of the Enforcement

Order '

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,
Item 3 of the Enforc;mcnl

Order

Sha'_re Certificates

2,972 shares

Warrant Instrument

Certificates ‘with Rights to

Acquire Shares

4,500

Cediﬁcates of Bond with Rights

| to Acquire Shares

‘ Deﬁositary Receipts for Shares,

etc.:

Totgll

7,472

Tot;_';i] " Number of  Share

2,972

Certificates, etc. Owned
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.(Toial Number of Latent Share
) Cerjiﬁcates, etc.)

(4,500)

‘(Néfe) Ambng the Number of Share Certificates, 141 shares held by the director ownership

-association aré inchided (rounded down to the next whole number).

r

Number of Share

Certificates, etc, Owned

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,

Item 2 of the Enforcement

Number of Share .
Centificates, etc. Provided
in Anic[e 7, Paragraph 3,-

Item 3 of the Enforcement

Cefiiﬁcates, ete.)

,i Order Qrder
i Shz_xf:re Certificates 4,038 shares - N
Wa:'ram Instrument - - T
| Certificates with Rights to ’ -
5 C 4,000 . - -
Acquire Shares
Celitiﬁcates of Bond with Rights | .
to /’;cquire Shares
Deﬁositary Receipts for Shares,
etc.a ‘ .
Total - 8,038 T -
To'tal - Number of  Share
b . 4,038 - -
Certificates, etc. Owned .
(Tofai Number of Latent Share -
q - ~(4,000) - -

4

e

;:
k
¥
1
i
)

Yasjlo Nushibara

association are included (rounded down to the next whole number).

(N'd_te} Among the Number of Share Certificates, 28 shares held by the director ownership

i
]

i

L

H

o

. -
A

¢

]
A

‘.i-

Number of Share

Certificates, etc. Owned

Number of Share
Certificates, etc. Provided
in Anticle 7, Paragraph 3,
Item 2 of the Enforcement

Order

Number of Share

Certificates, ete, Provided

in Article 7, Paragraph 3, '

ltem 3 of thé Enforcement

Order

| Shazr;e Certificates

. 4,173 shares

Warrant Instrument. ’

v

| Certificates  with Rights to
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)
'

Acquire Shares

Cer't‘.iﬁcates of Bond with Rights

to Acquire Shares

Dep_bsitary Receipts for Shares,

i
-

etc.”
Total , 4,173 - - -
Total Number of  Share

. i 4,173 - -
Certificates, etc. Owned
(Toial»Number of Latent Share o )

Certificates, etc.)

(Note) Among the Number of Share Certifi cates,

51 association are included (rounded down to the next whole number)

173 shares held by the director ownership

i
Shinichi Hori
Number of Share Number of Share Number of Share
: Certificates, etc. Owned Certificates, etc. Provided | Cenificates, etc. Provided
E in Article 7, Paragraph 3, in Article 7, Paragraph 3,
f' Item 2 of the Enforcement | Item 3 of the Enforcement
\I ) Order Ordel-'
Sha’%e Certificates 4,291 shares -

Warrant Instrument

Ce&_iﬁcates with Rights to

Acquire Shares

Ceréiﬁcates of Bond.with Rights

to A_':fcquire Shares

.De;iibsitary Receipts for Shares,

ete..
Total 4,291 - -
Total Number of  Share .

: . 4,291 - -
Certificates, etc. Owned
(Tofal Number of Latent Share o

Certificates, etc. )

(Note) Among the Number of Share Certificates, 31 shares held by the director ownershlp

association are included (rounded down to the next whole number)

The Shinko Sugar Co., Ltd.
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" Number of Share

Certificates, etc. Owned

Number of Share
Certificates, etc. Provided
in Atticle 7, Paragraph 3,
Item 2 of the Enforcement

"Order

Number of Share
Certificates, etc. Provided

in Article 7, Paragraph 3,

Item 3 of the Enforcement ~

Order

Share Certificates

Walfrant Instrument

25,300 shares

'Cerit-iﬁcates -with Rights to

Acquire Shares

Certificates of Bond with Rights

to Acquire Shares

Depbsitary Receipts for Shares,

etc.,

Total

25,300

Total Number of  Share

_Cerﬁiﬁcates; etc. Owned

25,300

(Total Number of Latent Share

Certificates, etc.)

Tak}ahiro Tanimoto

Number of Share

Certificates, etc. Owned

Number of Share
Certificates, etc. Provided
-in Article 7, Paragrap}; 3,
Item 2 of the Enforcement -

Order

Number of Share
Ceniﬁcgt;.:s, etc. Provided
in Article 7, Paragraph 3,
-Item 3 of the Enforcernent

Ogder

Shafe Certificates

5,500 shares

Warrant Instrument

-Ceriiﬁcates with Rights to

Acquire Shares

Cer%iﬁcates of Bond with Rights

to A;cquire Shares

D'e;;ositary Receipts for Shares,

etc..

Total

5,500

Total Number of  Share

Certificates, etc. Owned

5,500
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(Total Number of Latent Share

Ceniﬁcates, etc.) i :

[
.t

Shigeki Sato

;
J“*
it
il
i
d
i
@

Number of Share

Certificates, etc. Owned

Number of Share

Certificates, etc. Provided

in Article 7, Paragraph 3, '

ltem 2 of the Enforcement

Order

Number of Share
Wt
Certificates, etc. Provided
in Article 7, Paragraph 3,

ttem 3 of the Enforcement

Order

Shafcj: Certificates

Waﬁant Instrument

* 4,800 shares

Cerﬁiﬁcates with Rights to

Acquire Shares

2,000

Cér{iﬂcates of Bond with Rights

to ﬁ:\fcquire Shares

Deﬁositary Receipts for Shares,

| etc.;

Total

Tdt{;l Number of  Share

Ceﬁiﬁcates, etc. Owned

6,800

4,800

(Toit:al Number of Latent Share
Cerliiﬁcates, etc.)

(2,000)

Susjumu Fukada

Number of Share

Certificates, etc. Owned

Number of Share
Certificates, etc. Provided
in Article 7, Paragraph 3,
ltem‘2 of the Enforcement

Order

. Nu_rnber of Share
Centificates, etc. Prov ided
in Anticle 7, Paragraph 3,
Ttem 3 of the Enforcement

Order

‘ Shz{re Certificates

400 shares

Wairant Instrument

ch‘;‘tiﬁcdtes with Rights to

Acc!luire Shares

Ceﬁiﬁcates of Bond with Rights

to Acquire Shares

Def;ositary Receipts for Shares,

|

a

H

o
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ete. |

Certificates, etc. Owned

Cenjﬁcales, etc. Provided-

in Article 7, Paragraph 3,

Itemn 2 of the Enforcement

Total 400 - -
Total Number of  Share
400 - -
Certificates, etc. Owned
(Total Number of Latent Share o
Cerfiﬁcates, etc.) '
7
Mas}lru Aoyagi’
;f Number of Share ~ Number of Share Number of Share

Certificates, etc. Provided
in Article 7, Paragraph 3,

Item 3 of the Enforcement

H Order Order
Share Certificates 200 shares -
Wal‘t'i'ant Instrument, - - -
Cers;iﬁcates with Rights to .
Acquire Shares ) ) )
Cer.fiﬁcates of Bond with Rights
to Afcquire Shares ) ) )
Depositary Receipts for Shares,
etc.ﬂé ' ) ) )
Total 200 . -
Ti)téi] Number, of  Share
Ccr{iﬂcates, etcl. Owned 200 ) )
(Tot:al Number of Latent Share O

Certificates, etc.)

2 ;[Trading of Share Certificates, etc.] (during 60 days before the date hereof)

NIA

.

3 ‘E[Material Contracts Concerning Share Certificates, etc.]

N/A

i+
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‘E.‘ -
i

) [Contract of Purchases, etc. of Share Certlf' cates, etc. on and after the Date Hereof]

' N/A _

The Target Company may purchase 1ts own shares dunng the Tender Offer Period from any
- shareholder ‘who exercises the right in relation to shares constltutmg less than a whole unit
pursuant to the Company Law of Japan. In that case, the Target Company intends to make such
purchase at the market price.

'.
h
d
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v T[Transactions between the Tender Offeror and the Target Compahy]

[Transactlons between the Tender Offeror and the Target Company or Its Directors
‘and Officers, and Details Thereof]

!;_I‘he Tender Offeror sells lease equipn;ents to the Target Company, and the Target Company
leases office equipments, etc. to the Tender Offeror. There is no material transaction between the
;Tender' Offeror and the Directors/the Corporate Auditors of the Target Company. The

;,transactions between the Tender Offeror and the Target Company are summarized as follows:

Fiscal Year Ended Fiscal Year Ended Fiscal Year Ended
March 31, 2004 March 31, 2005 "March 31, 2006
Sales to the Target '
Company - ' 5,177 - 9,341 : 5,965
" (Yen in Millions) ' ' '
Lease Payment to the
Target Company 1,573 ‘ 1,616 1,604
{Yen in Millions) | ) '

[Agreements between the Tender Offeror and the Target Company or Its Directors
and Officers, and Details Thereof]

?I‘he Board of Directors of the Térget Company adopted a resolution.to endorse the Tender Offer
at the meeting of the Board of Directors held on October 13, 2006.

I

In case the Company is unable to acquire all the outstanding shares of the Target Company

I(exc!uding the shares of the Target Company already held by the Company and the treasury

’ fshares held by the Target Companyj through the Tender Offer in order to make the Target

“'Company its wholly owned subsidiary, the Company plans to implement an exchange of shares
_j_(kabushiki kokan) for cash consideration for the shares of the Target Company. The Target
lCompany plans to merge with SMBC Leasing after the Target Company becomes a wholly
:ewned subsidiary of the Company.
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Y l;[I_)eséription of the Target Company] |

| [Proﬁt & Lossés, etc. for the Most Recent Th}ee Years]

(1) [Profit & Losses]

S

(unit: Yen in Millions)

Fiscal Year Ended Fiscal Year Ended Fiscal Year Ended .
CL . March 31,2004 . e ‘March 31, 2005 March 31, 2006
i (42nd Term) (43rd Term) (44th Term)
Net sales 345,062 356,173 375,125
Cos{ of sales 317,265 326,285 342,831
SG& A 12,547 11,644 10,861
Nontoperating income - 532 619 857
Nonj;:'(’peratmg 371 122 . l 125
expenses _
Net Profit 8,950 11,129 13,276
{2) .“'[Per Share Information] (unit; Yen)
; Fiscal Year Ended Fiscal Year Ended Fiscal Year Ended
March 31, 2004 Maich 31, 2005 © March 31,2006
\ (42nd Term) (43rd Term) (44th Term)
Net profit per share 20556 -~ 25593 305.44
Annual divid_end per share 24 30 40
Net assets per share 1,622.43 1,837.74 2,463.57

(Not%: 1) “Net assets per share” and “Net profit per share” are calculated in accordance with “Accounting Principles

on Net Profit Per Share” (liem 2 in “Accounting Principles™) and “Accounting Principle Application

i
I

i ' Guidelines on Net Profit Per Share” (Item 4 in “Accounting Principle Application Guidelines™),

(Note 2} 'The above-described information, including Note 1, is based on the Annual Securities Reports filed by the

x, Target Company on June 22, 2004, June 22, 2005, and June 22, 2006, resf)ectively.r )

2 ’L[Sharc Price Information]

Ntéx:mes of Stock ‘
Sefﬁ:?ﬂ:;g’eglrers The Tokyo Stock Exchange, Inc. (Fi_rst_‘Section)

f_\ssociation )

" Month 42006 5/2006 6/2006 | 7/2006 8/2006 9/2006 1072006
Share High 6,730 . 6,760 6,620 6,500 6,640 6,720 7,000
Price < _ :
(Yen) | Low 5,810 - 5,600 5,800 5,060 5,780 5,890 . 6,200
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'3 ..'[Shareholder Information]

(Not¢)  The above-described information in respect of October 2006 is accurate up'to and including October 30,
2006, ' '

i
4

n

M '.[Ownership Status (as of March 31, 2006)]

Status of Shares (100 Shares constitute 1 unit) Status of
Dewcrinti - - Foreign Shares Less
eription Navonaland | Financial | Securities | Other | T | individuals |Individualor| .~ | ThanOne
Goveorﬁl:nem Institution | Companies | Entities [~" o= €% mong Foreign|  Others o Unit (Shares)
: . . ) - ) Entities, etc. )
Number of . ) | R
‘Shareholders - 62- . 220 . 84 168 1l = 2,654 2,990 -
(Persons) . ’
Number of . . .
Shares Owned ; 106,135 1,886 204,421 96,544 1| 24,5260 433,512 45,395
{Units) _
Shareholding i ) . ‘
v o - 2448 044 4715 2227 0.00 566 100000 -

i

(Noté 1} Treasury shares of 121,937 are included in “Individual or Others” (1,219 untts) and “Status of Shares Less
' 1 " .

l:ll Than One Unit” (37 shares).

{Notg 2) Shares owned by Japan Securities Depositary Center are included in “Other Entities” (3 units).

(Not% 3) The above-described information, including Note 1 and Note 2, is based on the Annual Securities Report
i :

y for the 44th term filed by the Target Company on June 22, 2006.
b |
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(2) fNumber of Shares Owned by Major Sharcholders and Directors]

i

(i) l[’Shares Held by Major Sharecholders (as of March 31, 2006)]

Number of

27,934

il
_ Name Address Shares Held | 710 ”{mal ghares
' (thousands) Ssue
Sumi:fomo Corporation 8-11, Harumi I-chome, Chuo-ku, Tokyo 15,714 3621
STB Leasing Co., Ltd. 2-3-4, Nihombashi, Chuo-ku, Tokyo . 3,528 8.13
Fumitomo Life Insurance )
: . 7-18-24, Tsukiji, Chuo-ku, Tokyo 2,209 5.09
(Company ' .
iThe I{vlaster Trust Bank of Japan, ‘
i 2-11-3, Hamamaisu-cho, Minato-ku, Tokyo 1,681 - 3.87
ILtd. (Tmsl accounts) .
Japar} Trustee Services Bank, Ltd.
(Pen;ion trust account for the : '
T : -1-8-11, Harumi, Chuo-ku, Tokyo 1,465 3.38
Sumitomo Trust & Banking Co,,
Ltd.)
Japaﬁ Trustee Services Bank Ltd. | - .
: 1-8-11, Harumi, Chuo-ku, Tokyo 1,009 2.33
N Trust accounts) ) :
The Chase Manhattan Bank N.A.
Lonéion SL Omnibus Account WOOLGATE HOUSE, COLEMAN STREET
i ’ LONDON EC2P 2HD, ENGLAND 955 2.20
(Stan_‘ding agent: Mizuho (6-7, NihombashiKabutocho, Chuo-ku, Tokyo}
Corporate Bank)
Goldﬁlan Sachs International )
. s 133 FLEET STREET LONDON EC4A 2BB, U.K
Sta::dmg agent: Goldman Sachs (6-10-1, Roppéngi, Minato-ku, Tokyo) 483 1.11
lapdn) Ltd.) ’
Mel!on Bank Treaty Clients
] . - | .

, Ol'l'll'll_lbLlS (Standing agent: Thel GNE BOSTON PLACE BOSTON, MA 02108 466 1.08
Hon%kong and Shanghai Banking' (3-11-1, Nihombashi, Chuo-ku, Tokyo) ’
Corj;oralion Ltd.)

Moriigan Stanley and Company Inc - :
; 1585 BROADWAY NEW YORK, NEW YORK

Standing agent: Morgan Stanley] 10036, US.A. . 420 0.97
' (4-20-3, Ebisu, Shibuya-ku, Tokyo) '

Securities) . .

ot - © 6437

(Note 1} Since the number of shares held by fiduciaries, such as trust and banking companies, cannot be fully

138

determined, the numbers of shares held by them are described based on the sharcholder register.
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From The Sumitomo Trust ‘and Banking Co., Ltd., the Target Company has recei;rea a copy of the “Change
Report Relating to Substantial Shareholding Report” dated August 11, 2005, and the “Amendrr.lf-:m Report
of aforementioned Change Report” dated November 11, 2005, which were respectively filed with the
Director General of the Kinki Finance Bureau by The Sumitomo Trust and Banking Co., Ltd. These reports
indicated that The Sumitomo Trust and Banking Co.‘, Ltd. owned 2,1 léflhousand shares (the holding ratio
of share certificates, etc being 4.89%) as qf July 31, 2005. However, as the Target Company cannot
determine the status of ber;_eﬁcia] shareholding as of March 31, 2006, the abovementioned shareholding
ralir;_)s are described basec_l on the shareholder register as of March-31, 2006. |

From Barclays Globat Investors Japan Trust & Banking Co., Ltd and another seven joint holders, the Target
Company has received a copy of the “Substantial Shareholding Report” dated April 13, 2006, which was
filed with the Director General of the I(ant_o Finance Bureau by ‘lhe aforementioned joint holders. The
report indicated that they owned 2,478 thousand shares (the holding ratio of share certificates, ete being
5.71%) as of March 31, 2006: However, since the Téu"_gel Company ‘cannot determine the status of beneficial _
shareholdin‘g as of March 31, 2006, the a_bovementioned shareholding ratios are described based on the
shareholder register as of March 31, 2006, S : . i

Tﬁe above-described information, including Note 1 through Note 3; is based on the Annual Securities

Report for the 44th term filed by the Target Company on June 22, 2006.
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(ii) [Shares Held by Directors and Corporate Auditors (as of June 22, 2006)]

v

Number of

i . [ Y4
! Name Title Responsibility Shares Hela | /@ I Totl Shares
[ : . Issued
S {thousands)
R Representative - -
Hidtlaki Yamane Directot, 7 0.02
i President and CEQ
it . [Senior Assistant to President & CEQ:;
' o . Rc.:presenta_tlve . [Responsible for Corporate Administrative
Tadahiko Mizukami Director, = Executive [ 7 . - -
; . . Division and Treasury & Accounting Control
: Vice President e
B i IDivision
L Representative
L Director, ' Senior [Responsible for Business Promotion Division
Mu_'l.oru T?naka Managing Executive pnd Area Marketing Division 3 0‘01.
a Officer rﬂ )
! . enior Assistant to the Officer Responsible for
i Representative orporate Administrative Division;
, o ) Director, Senior [Responsible for Business Support Division and :
No?hlsa quem Managing Executive [Products Merchandising Division; 12 0.03
: | Officer esponsible fo.r Products Merchandising Related
‘ [Departments .
'? enior Assistant to the Officer Responsible for
]'i Ol Director, Managing [Products Merchandising Division,
T [ hi Okamoto Executive Officer esponsible for Products Merchandising Related 3 0.0
B [Departments
Senior Assistant to the Officer Responsible for
":‘ Products Merchandistng Division;
: ’ [Senior Assistant to the Officer Responsible for
y . IArea Marketing Diviston,
‘ . Director, Managing [Responsible for Business Promotion Related
Ha.:(obu Kojima Executive Officer Departments; 7 0.02
i Responsible for Products Merchandising Related ’
[Departments;
. Responsible for Area Promotion Division
Y Shutoken Area)Hokkaido & Tohoku Area)
i Di Senior Assistant to the Officer Responsible for
{ e rector, [Area Masketing Division,
| : H'?ao Hokiguchi Managing Executive Responsible for Area Promotion Division {Kinki ! 0.00.
' Ofﬁcer
| -|Area)
i : Di Senior Assistant to the Officer. Responsible for
| . : “ irector, [Treasury & Accounting Control Division;
- Yoshikatsu Shimizu Managing Executive My 5 ' 5 0.01
| ; Responsible for Business Support Related
Officer
‘ [Departments
. Senior Assistant to the Officer Responsible for
/ Director, Corporate Administrative Division,
F“-f"“’ Teshima 3’;?;3;“3 Execulive b cponsible for Credit Conwolling & 3 0.01
: lAdministration Related Departments
P Standing  Corporate
Yasue Nushibara Auditor 4 0.01
i {full time)
FTTP Corporate  Auditor :
\ Shﬁlmchn Hori (full time) 4 0.01
Isao Yamamoto Corporate Auditor - -
Shinji Matsui Corporate Auditor - -
Masaharu Hino Corporate Auditor - -
.
) { Total - - 53

0.12
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. (Notq" 1) The above-described information exclusive of *“% in Total Shares Issued” is based on the Annual S;:curilics

Report for the 44th term filed by the Target Company on June 22, 2006.
(Nots 2) With regard to “% in Total Shares Issued,” the numbers are rounded to the nearest hundredth.

{Note 3) There are 6 Executi\(e Officers other than the above-described Directors and Corporate Auditors,

it

4 [Others)

The Board of Directors of the Target Company adopted a resolution at a meeting held on October 13,

. 2006, that the year-end dividend and sharehelder special benefit with a record date as of the end of

Ma;ch 2007 shall not be distributed, and that the shareholder special benefit would be provided with
the _E'shareholders holding 100 or more shares of the Target Company as of September 30, 2006. The .
Boz:;:’rd of Directors of the Target C(;mpany also adopted a resolution on October 27, 2006 that the
inte;‘:rim dividend to be paid to the shareholders as of September 30, 2006 would be ¥25 per share.
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